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APPENDICES 


APPENDIX A 


SAMPLING DESIGN AND METHODS FOR THE LOS ANGELES TENANTS 
SAMPLE 


The design of the tenant survey was a two stage probability 
Sample of tenant households with telephones. The first stage was 
a computer generated random sample of telephone numbers in Los 
Angeles telephone exchanges (in both the 213 and 818 Area Codes). 
The second stage was generated by adding random digits to the 
last digits of those numbers from the first stage that were found 
to be associated with rent stabilized tenant households. No 
correction factor needs to be applied for sampling without 
replacement as the Sampling Fraction is quite small. 


Sampling Frame 


The target population for this sample was all households in 
rent stabilized dwelling units inside the City of Los Angeles. 
The sampling frame was all households with telephones having 
phone numbers in a Los Angeles exchange. Screening questions 
were used at the outset of the interview to eliminate households 
from the frame that were not part of the target population. 
Thus, the survey population was tenants with telephones residing 
in rent stabilized units inside the City of Los Angeles. 


The exclusion of households without telephones was not 
expected to create generalizability problems because in all but a 
handful of Los Angeles Census Tracts, over 90 percent of the 
households have telephones. However, aS an extra precaution, an 
area probability sample was drawn in Census Tracts with a 
high concentration of households without telephones. The tenants 
in that sample without telephones were compared to those with 
telephones on a series of key variables. (See the next section on 
the Analysis of the Tenants Without Telephones.) No 
statistically significant differences were found on these 
variables between the tenants with and those without telephones. 


To establish the sampling frame, all telephone exchanges 
totally or partially inside the City of Los Angeles as indicated 
by the Los Angeles Area Codes were identified. These exchange 
numbers were sent to the nationally recognized firm of Survey 
Sampling, Inc. to be used as strata in drawing the first stage of 
the sample. 


First setage Sampling 


Survey Sampling, Inc. randomly drew 12,000 phone numbers for 
these exchanges using its computerized bank of telephone numbers 
for the United States. The first stage numbers were ine four. 


if. 


replicates of 3,000 numbers each. A replicate is an independent 
sampling of numbers. The Sampling was done without replacement. 
The drawing was stratified by telephone exchange for each repli- 


cate so that all Los Angeles telephone exchanges were represented 
in the first stage. 


Screening and Second Stage Sampling 


. The random sample of phone numbers was sent to the 
nationally recognized interviewing firm of Professional Research 
Organization, Inc. Their experienced interviewers called the 
number. When initial contact was made with a responsible adult in 
a household, the interviewers asked the respondent a series of | 
elght screening questions. These were: | 


1. Do you live inside the city limits of one of the 
following cities: Los Angeles, Burbank, Glendale, 
Inglewood, Long Beach, Pasadena or Torrance? [If no, 
the interview was terminated. If yes, Screen 2 was 
asked. ] 


2. Which of those cities do you live in? [If Los Angeles, 
the Los Angeles Interview questions were asked. If one 
of the other cities, the comparison cities questions 
were asked in the interview.] 


3. Do you rent the place where you live? [If no, the 
interview was terminated. If yes, Screen 4 was asked.] 


4. Do you live in a mobile home or trailer in a mobile home 
park? [If yes, the interview was terminated. If no, 
Screen 5 was added. ] 


5. Do you live in a building with two or more “apartments 0r 
on a lot containing three or more single family houses? 
[If no, the interview was terminated. If yes, Screen 6 
was asked. } 


6. Do you live in public housing or do you or your landlord 
receive assistance payment from the government, 
specifically Section 8, to lower the rent you pay? [If 


yes, the interview was terminated. If no, Screen 7 was 
asked. If not sure, an attempt was made to talk with a 
household member who might know.] 


Pag [Asked only of Los Angeles residents.] Is your place 
covered by the City's rent stabilization program? [If 
no, Screen 8 was asked. If yes, the interview was 
begun. ] 

S.- Why tsi i at covered by rent control?” [ff a valid 


reason was given, the interview was terminated. If not 
sure, the interview was begun.] 


Households Surviving the screening process were then 
interviewed and placed in the final sample. 


The phone numbers of those surviving the screening were then 
used to generate additional numbers by adding a random Gaigit “to 
the last digit of the screened number. This is standard practice 
in telephone Surveying when subsegments of the population must be 
identified before they can be interviewed. Phone numbers are 
assigned within exchanges to households and businesses in four 
digit blocks. Though there are: some exceptions, residential 
blocks are kept separate from commercial blocks and city boun- 
daries are also reflected in these blocks whenever an exchange 
cuts across city boundaries. Hence, adding a random number to 
numbers surviving the screening process increased the likelihood 
of finding other households meeting the criteria for inclusion in 
the target sample. While this is a slight departure from pure 
random digit dialing, research has shown that very little bias is 


introduced. (See Kalton, Introduction to Survey Sampling, Sage, 
1983; and Frey, Survey Research by Telephone, Sage, 1983.) 


If the addition of the random digits created phone numbers 
of households that had already been contacted, the household was 
not called a second time. Hence, the sampling was still without 
replacement. 


Response Rates 


The results of the 22,314 calls made to obtain the final 
sample of 2682 rent stabilized households inside Los Angeles are 
summarized in Exhibit A-l. 


The completion rate for those households surviving the 
screening process and thus eligible for inclusion in the final 
Sample was an excellent 82 percent. In telephone surveys, 
response rates above 65 percent are considered satisfactory. 


The completion rate for the total number of calls was 12 
percent and the rate for those contacted in any way was 25 
percent. These rates are accounted for by the fact that this 
survey had targeted a much smaller proportion of the Los Angeles 
population than, say, a study of all adults over 18 years old or 
all registered voters. 


The interview was completed with 82 percent of those 
identified as part of the target population. It is thus not 
likely that nonresponse bias is a major factor in this sample. 


Random Sampling Error 


_In repeated samples of the same size, a given sample 
Statistic will take on different values across the various sam- 
ples. That is, it will have a sampling distribution. The 
Standard deviation of the values in the sampling distribution 
(called the Standard Error of the Statistic) can be calculated 
using the Central Limit Theorem which is the fundamental theorem 
of applied statistical analysis. 


The Standard Error, weighted by a confidence factor (say 90 
percent or 95 percent confidence) establishes the Sampling Error 
for any given sample size. This Sampling Error can be used to 
compute the Confidence Interval--the range of values above and 
below the obtained statistic in which we can have a specified 
level of confidence that the population parameter resides within 
that range. In this case, because the Sampling Fraction (the 
ratio of sample size to population size) is very small (less than 
four percent), the Sampling Error is virtually independent of 
population size and will not require a correction for sampling 
without replacement. 


Exhibit A-2 summarizes the size of the Sampling Error for 
selected percentages in the sample for 90 and 95 percent levels 
of confidence. These ranges are the 90 percent and 95 percent 
Confidence Intervals for selected percentages in a sample of 
2,682 tenant households. For example, if the percent in the 
sample is 75, the analyst can be 90 percent confident that the 
population parameter will fall between 74 and 76 percent. There 
is little variation in the table because a sample size of 2,682 
has very little Sampling Error regardless of the percentages 
observed in the sample. 


SAMPLING DESIGN FOR THE COMPARISON CITIES 


The cities of Burbank, Glendale, Inglewood, Long Beach, 
Pasadena and Torrance were chosen aS comparison cities ajacent to 
Los Angeles and without rent stabilization. The sampling design 
for them was the same two stage probabiity sample described for 
the Los Angeles tenants except that the first stage consisted of 
numbers randomly selected by Survey Sampling,Inc. from exchanges 
totally or partially inside those cities. If the screening for 
the Los Angeles tenants identified a tenant from one of the 
comparison cities, the outside of Los Angeles version of the- 
interview schedule was asked and that household was added to the 
comparison sample of 468 tenant households not under rent- 
control. ; 


EXHIBIT A-1 


Summary of Results of Telephone Calls in the Los Angeles Tenants 
Sample 


Result of Cart Frequency 
Total Number of Calls 2 Dye 


No Contact (Disconnected, 
not assigned, or no answer 
after four callie) Ll, 445 


Contacted, but refused 
before screening Giaetc el 


Survived all screens, but 
refused interview 588 


Completed Interview 2,982 
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EXHIBIT A-2 


Sampling Errors and 90 and 95 Percent Confidence Intervals for 
Selected Percentages Appearing in a Sample of 2,682 Cases. 


Percent in Sampling Confidence 
Sample Error Interval 


90% Confidence 


90 Px OL 893 -fo. 9:1 2 
5 SO) 74 to 76% 
50 ae 48-—to-52% 
? dha Ag 24 00-265 
10 eOL 9 toss 
95% Confidence 
90 pO 89 to 913% 
Fhe ave 13° -€0ega08 
50 BOOZ 48 to 524 
25 SUZ 23, Oezs 
10 rope 9 to 113 


ANALYSIS OF THE TENANTS WITHOUT TELEPHONES 


An Area Sample of 50 tenant households in those Los Angeles 
Census Tracts with the highest concentrations of households not 
having telephones was also conducted. This sample size is large 
enough to detect differences if they exist. Sample size does not 
affect generalizability but does affect statistical significance 
and sampling error. As sample size increases the standard error 
of the mean decreases, which makes it easier to have statistical 
Significance for small differences. When a survey deals with 
measurments that are relatively unreliable (which is not largely 
the case here, but is with psychometric or opinion questions) 
there should be 50 respondents for every independent variable 
used in a multiple regression equation. (See F.N. Kerlinger & 
E.J. Pedhaznr, Multiple Regression in the Behavior Sciences) 
1973. Since this analysis had only one independent variable 
--the presence or absence of a telephone -- the sample size of 
fifty is quite adequate. This sample was drawn and interviewed 
1n order to estimate the effects of excluding households without 
telephones from the Random Telephone Sample of Tenants which is 
the primary vehicle for estimating the effects of rent control 
upon tenants in this study. If significant differences were 
found between the households with telephones and those without 
telephones in the Area Sample, then weights would have to be 
devised to correct for the omission of non-telephone households 
in this Area Sample. 


The Area Sample was drawn on the basis of geographic 
location from the census tracts with the highest number and 
percentage of tenants without telephones without regard to 
whether the household drawn for the sample had a telephone. At 
the end of the interview, the respondent was asked if he/she had 
a telephone and this was recorded on the interview schedule. 
Interviewers were told that only two surveys could be conducted 
in each building, one of a tenant with a telephone and one of a 
tenant without a telephone so that 25 from each group were 
interviewed. The questionnaire used in this Area Sample was 
identical in every way to the schedule used in the Random 
Telephone Sample except for this last question. All tenants in 
the Area Sample were interviewed in person. All interviewers 
were bilingual in English and Spanish. Thus, differences between 
those households with telephones and those without cannot be 
attributed to differences in the questionnaires. 


The characteristics of telephone and non-telephone 
households in the Area Sample are described below. 


Household Characteristics 
Because both telephone households and non-telephone 


households in the Area Sample were drawn from the same Census 
Tracts, household characteristics were controlled to some extent 


a ; 
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by the nature of the sample. However, to check to see if there 
were still background differences between telephone and 
non-telephone households, the first analysis compared the two 
types of households on a set of demographic and dwelling 
characteristics. The factors considered in this analysis were 
total household income (1983), race or ethnicity, gender of the 
head of the household, age of the head of household, number of 
persons in the household, tenure or length of residence in the 
dwelling unit, number of dwelling units in the building. ox 
apartment complex and number of rooms in the dwelling unit. 


As shown in Exhibit A-3, households with and without tele- 
phones did not differ significantly on any of these characteris- 
tics. The differences shown in Exhibit A-3 are very small and 
the probabilites that the differences occured by chance are rela- 
tively large. Statisticians usually require that the probability 
of a chance difference be less than .05 before deciding that the 
difference is statistically significant. Even using a probabil- 
ity of .10 for statisical significance did not make any of these 
differiences statistically significant. These probabilities are 
shown in the extreme righthand column of Exhibit A-3. 


For example, the mean income (1983) for the households 
with telephones is $11,087 compared with $12,291 for households 
without telephones and the probability of that difference 
happening by chance is .27. When median incomes are compared, 
there is no difference at all. Both types of households have 
median incomes of $10,000. 


Similarly, the mean age of the head of household with 
telephones is 33.2 years compared with a mean of 34 years for 
non-telephone households, a difference that could be attributed 
to chance 73 times out of 100. The median age of the heads of 
the two types of households is 33 in both instances. 


Rent Characteristics 


Though they have similar social and economic backgrounds, 
the telephone and non-telephone households might have differed in 
the amount spent for rent and related matters. To test this 
possibility, the two types of housholds were compared with regard 
to rent, year of last rent increase and the amount of their most 
recent rent increase. 


As shown in Exhibit A-4, households with and without tele- 
phones did not differ significantly on any of these rent related 
factors. The mean rent for 1984 was $288 for households with 
telephones compared to $290 for households without telephones, a 
difference that could have occured by chance 95 times out of 100. 
Of the telephone households, 29 percent experienced their most 
recent rent increase in 1983 or 1984 compared with 35 percent of 
the households without telephones. The probableiey roe, tis 
difference happening by chance was .70. The mean amount of the 
most recent rent increase was $9.70 for telephone households and 


$7.12 for non-telephone households. This difference could have 
resulted 49 times out of 100 times by chance which is not statis- 
tically signaricant.. 


EXHIBIT A-3 


eee eS 


Household Background and Dwelling Characteristics of Tenants 
With and Without Telephones 


With Without 
Characteristics Telephones Telephones Probability 
Total Income-1983 
(Mean) SLT, 087 SI2Z,295 Eere | 
(Median) $10,000 $10,000 
Race/ethnicity 
(Percent Hispanic) 72 89 ose 
Sex of Head of House- 
holds(Percent Female) Net, Jie, - 38 
Age of Head of House- 
hold (Mean) che ey 3o 0 S75 
(Median) 33 35 
Number in Household 
(Mean) 378 4:5 PS, 
Tenure (Percent Moved 
into units since 
1983) 88 85 -18 
Number of Units 
(Mean) Slate, 34.6 etal 
Number of Rooms in 
Unit (Mean) 2.5 Bee - 40 
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EXHIBIT A-4 


Rent and Related Factors for Tenants With and Without 
Telephones 


With = —wstnout 
Characteristics Telephones Telephones Probability 
Rent per month 
(Mean) $288 $290 mOS 


Rent Increase (Percent 
of Households since 
1983) 29 35 e700 


Amount of Rent Increase 
(Mean) $9.70 S72 ee 49 


bE 


Comparison with Tenants in the Random Sample 


As a further comparison of those with and without 
telephones, two multiple regression analyses were run comparing 
the tenants without telephones with persons of similar 
socioeconomic status in the Random Sample. This enabled us to 
control simultaneously for a number of factors and then see if 
there was a difference between the two types of households. 


In the first regression, the rent per month was the 
dependent variable and the control variables were Hispanic 
ethnicity, number of units in the building, income, number of 
rooms in the unit and number of persons in the household. With 
these controls, the telephone/no telephone variable was not 
statistically significant (p=.17) in explaining rent levels. 


In the second regression, the dollar amount of rent increase 
was the dependent variable. The control variables were the same 
as in the first regression. With these controls, the telephone/ 
no telephone variable was not statistically significant (p=.19). 


Conclusion 


These analyses reveal no evidence that the telephone and 
non-telephone households differed significantly from one another 
on either housing and background characteristics or on rent 
related factors. For each of the comparisons between tenants 
with and without telephones, the difference was small and well 
within what could have been expected on the basis of chance 
alone, 
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SAMPLING DESIGN AND METHODS FOR THE LOS ANGELES LANDLORD 
SAMPLE 


The design of the landlord survey was a two stage 
probability Sample. The first stage was drawn by an Equal 
Probability Selection Method (EPSEM) and the second stage was 
drawn by a close approximation to EPSEM. The sample was randomly 
drawn without replacement in three replications using the same 
probability sampling methods. Because the Sampling Fraction is 
very small, corrections for sampling from a finite universe 
without replacement are not required. 


Sampling Frame 


The target population for this sample was all rent 
Stabilized property inside the City of Los Angeles. Hence, the 
Sampling frame was the list of all rent stabilized properties 
registered with the City's Rent Stabilization Division on 
microfiche, printed off the City's computer tape of rent 
stabilized properties as of September 28,1984. 


The Account File microfiche consisted of 62 separate 
microfiche with 208 “pages" on each microfiche (13 rows lettered 
B through N and 16 columns numbered 1 through 16). One of the 
pages on each microfiche (N-16) had a table of contents for the 
microfiche. Hence, on the first 61 microfiche there were 207 
pages of data giving the addresses of the rent stabilized 
properties and the names and addresses of the person to be 
contacted about the property, as well was the number of units 
under the Rent Stabilization Program in a given year. The last 
microfiche (number 62) had only 163 pages. 


After examining the sampling frame for periodicity and 
finding no evidence of any, it was determined that a two stage 
sampling process using a random number table at each stage would 
produce a Probability Sample from which one could generalize to 
the entire population of rent stabilized properties. A 
Probability Sample is one in which each and every element in the 
sample is selected by a chance mechanism and each element in the 
population has a known, non-zero chance of appearing in the 
sample. 


A random sample of 100 pages was drawn and examined. On 
each page was the location and ownership/management information 
for zero to eight rent stabilized properties. The distribution 
of properties per page was not uniform and did not follow any 
obvious pattern. The distribution of properties per page in the 
sample of 100 pages is shown in Exhibit A-5. As can be seen in 
Table 5, 90 percent of the pages had between three and six pro- 
perties. One page (hence one percent) had no properties that 
were rent stabilized in 1984, though it had some listed that had 
been stabilized in earlier years. Two pages had eight properties 
that were rent stabilized in 1984. No pages in this sample of 
100 had more than eight rent controlled properties listed. 
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Hence, for the first replication it was decided to use a two 
Stage sampling design, stratifying by rows (insuring that every 
row on every microfiche, except the last one, would have one page 
in the sample) and treating the pages as Primary Sampling Units 
(PSUs) for the first stage with the properties on the randomly 
Pen ata pages serving as the final or Ulitmate Sampling Units 

5)" 


First Stage Sampling of PSUs 


Beginning with row B and using a random number table 
(Cambridge University Elementary Statistical Tables, 1958), a 
random number between 1 and 16 was selected for each row. Had a 
non-data page been selected (N-16 or one of the blank pages on 
the last microfiche) it would have been kept in the sample in 
order to maintain the EPSEM (Equal Probability Selection Method) 
quality of the first stage. As a matter of fact, N-16 was not 
selected in any of the three replications (see below), though 
some of the blank pages on the last microfiche were selected. 


Thus the first stage PSUs were selected by EPSEM with the 
probability of selection being .0625 for each PSU. This 
probability will be refered to below as P(A). 


Second Stage Sampling 


All of those drawing the sample had graduate degrees in the 
social sciences and were familiar with how to use random number 
tables to select samples. 


It would have been inefficient to use a pure EPSEM method 
for drawing the second stage elements because the different 
numbers of properties on a page would have required the listing 
of all properties on the selected pages and then using a random 
selection method to choose from those many thousands of 
properties. Instead, an approximation to the EPSEM was used. 
Because 80 percent of the pages had 3 to 5 properties, the 
persons drawing the sample were instructed to use the following 
procedure: 
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EXHIBIT A-5 


Distribution of Number of Rent Stabilized Properties per Page in 
a Random Sample of 100 Pages 
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Number of Properties Frequency 
per page 
Eee ee 
0 iL: 
1 5 
2 16 
4 = 1) 
S 24 
6 ig 
7 Z 
8 Zz 
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For each of the randomly selected PSUs, those drawing the 
sample were instructed to count the number of properties under 
rent stabilization in 1984 on a given page. If there were no 
rent controlled properties, the samplers were instructed to 
ignore that page and continue tostne nexteesU on the list. If 
only one property appeared on the page, the samplers were to 
record its data on the sample list. If there were two 
properties, the samplers were instructed to use the random number 
table to choose a number between 1 and 2 (odd was one, even was 
two) and record the property selected. If three properties were 
on the page, the samplers were to select a random number between 
one and three and record the property selected by the random 
number. (If the random number was 1, they selected the first 
property. If a 2, they chose the second property and so forth). 
If four properties were listed, the samplers continued down the 
random number table until a random number between 1 and 4 was 
encountered. If there were five rent stabilized properties, the 
Samplers chose a random number between 1 and 5. However, if 
there were 6 or more properties on the page, the samplers were 
instructed to choose two random numbers in the range 1 through 
6, 1 through 7 and so forth. Thus, if there were five rent 
stabilized properties or less, one property was randomly chosen 
-in that PSU. If there were six or more, two properties were 
randomly selected. 


Those drawing the sample were instructed to note any pages 
with more than eight rent stabilized properties and to report 
them to me so that the design for the USU stage could be changed 
if this happened very often. No PSUs (pages) with more than 
eight rent stabilized properties were encountered during the 
drawing of the three replications of the sample. 


Selection Probabilites 


The first stage sampling method was EPSEM with P (A) of 
.0625. Though the second stage was also a probability sampling 
procedure, it could only be an approximmation to EPSEM because of 
the variation in the number of properties across PSUs. Thus it 
is useful to examine the distribution of selection probabilities 
derived from the Selection Equation: 


P(B) = P(A) x P(BjA) 


Where P(B) is the selection probability for a given USU, 
P(A) is the probability of selecting a given PSU (in this case 
.0625) and P(B]A) is the conditional probability of B given that 
its PSU was randomly selected. 


As shown in Exhibit A-6, the selection probabilities for the 
USUs tanged from .013 for pages with 4 and 8 properties to .063 
for pages with just 1 property. Assuming that the distribution 
of properties per page (USUs per PSU) is as shown in Exhibit A-5, 
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94 percent of the properties in the sample had selection prob- 
abilities between .013 and -021, a very narrow range of less than 
one percent(.008). Hence, the procedure produced a probability 
Sample which was a good approximation to EPSEM for the entire 
design and weighting for the different selection probabilities 
was not be required. 
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EXHIBIT A-6 


Selection Probabilities as a Function of Number of Rent 
Stabilized Properties (USU) per Page (PSU) 


SS eee ee ee Se Se Se ce oe 


Number per Page Selection Probability 


1 - 063 
2 203% 
3 ~ 021 
4 -016 
5 - 013 
6 ° 022 
7 -018 
8 - 016 
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Replications 


For the first replication, all 62 microfiche were thoroughly 
shuffled and then 13 PSUs per microfiche were selected in the two 
stage procedure described above. This insured that the entire 
list of rent stabilized properties was covered and the order of 
the property on the sample list was determined by chance. Hence, 
properties near the end of the RSD list were as likely as 
properties in the beginning or the middle to be contacted first 
by Arthur Young & Company. 


The first sample had 1287 properties selected at random for 
contact. When these properties did not produce the target 
sample size of 500 properties, a second replication was drawn. 
A replication is a second sample, drawn in the same manner as the 
first sample, but independently of it. 


The second replication was drawn in the same manner as the 
first except that a new set of PSUs and USUs were selected 
randomly and half of the microfiche were randomly selected using 
31 random numbers between 1 and 62. This second replication 
added 573 properties to the sample. 


When a third replication was required, a third set of PSUs 
and USUS was drawn and half of the microfiche were again randomly 
selected using 31 random numbers between 1 and 62. This 
procedure produced a replication of 705 properties. 


The probability of the same property being selected in two 
(or three) replications was quite low. For example, the 
probability of a property being selected twice ranged from .0005 
for properties on a five property PSU to.011 for properties on a 
one property page. Whenever this happened, the property was 
dropped from the second or third replication. 


Response Rates 


Across the three replications, 2,215 properties were 
selected. Of these, 15 were eliminated because they fell outside 
the boundaries of the City of Los Angeles. For the first 1,514 
cases, interviewers called each landlord until a disposition was 
reached. Calls were made during the day, in the evenings, and on 

weekends. A disposition consisted of the following: 
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-No Number available 
-Wrong number- 


-Case was called four times; a supervisor called and no 
contact was made 


Ten percent of these initial calls were monitored by two 
Supervisors. 


The following results were acheived after the first 10, 
100 and 200 calls for the Los Angeles landlord survey: 


LO ‘caLlls 100 calls 200 calls 
Agree 8 (80%) 74 (74%) LAO (70%) 
Refuse 2 VEZOS) 26 (26%) 60 (30%) 


As of November 1, 1984, 1,287 properties had been drawn from 
the RSD list. Of the 1,287, 7 were outside Los angeles ee Oreele 
remaining 1,280: 


Refused at Outset 206 
Accepted at Outset 686 


No phone number Zi 
4 Calls/No contact 110 
OGL P7280 


Despite the fact that the expectation was that persons who 
had not been contacted at the outset were unlikely to respond, 
all cases whose disposition was No Phone or No Contact were sent 
questionnaires. Follow up calls on accept and on no contact 
dispositions were then made by interviewers, with these calls 
being monitored on a random basis. 


As of November 16, the status of the responses from these 
mailings was as follows: 


Landlord No 
Refused Reports Contact Completed Total 


Accepted/ 

Send 233 179 288 56 686 
No Phone/ 

Send digs 0 262 3 278 
A Cate, 

Send 2 5 103 0 LLO 
Total 238 184 593 59 L074 
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An additional 303 properties were then drawn from the RSD 
list, one of which was located outside the City of Los Angeles. 
As of December 10, 1984 the status of all replies was as follows: 


Work in No 


Refused PEQOGTress. Contact Completed Total 
Refused/ 


at. Outset 262 0 0 0 262 
Accepted/ 
Send 395 148 178 103 826 
No Phone/ 
Send ae 0 312 8 347 
a. Ged bes 
Send a8 PZ 100 4 147 
Total Tk 160 590 Lb E582 


On December 11, an additional 975 properties were drawn from 
the RSO list of which 7 were properties outside Los Angeles. 
Because of the approach of the Christmas holidays it became more 
difficult to contact landlords by telephone, or to rely on the 
mails to deliver surveys promptly to those who had agreed to 
participate, A decision was made to mail surveys to contacting 
landlords and to follow up the mailing with a telephone ex- 
planation of the purposes of the study. These cases are referred 
to below as “cold send". Thus as of January 2, the status vores. 
landlord survey was as follows: 


Work in No 
Refused Progress Contact Completed Total 
Refused at/ 


Outset 336 0 0 0 236 
Accepted/ 

Send 487 190 E59 143 979 
No Phone/ 

Send 30 0 477 int 518 
4 Callst 

ColdSend 108 103 484 22 Tig 
Total 961 293 120 176 2550 


The Section which follows indicates that landlords who 
responded when the second procedure was used do not differ 
significantly from those who were contacted by phone first. 
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Status of the landlords survey was: 
Work in No 
Refused Pregress. Contact Completed Total 


Refused at 
Outset 336 0 0 0 


336 
Accepted/ 
Send 613 TES 66 © 183 O77 
No Phone/ 
Send 36 0 516 12 564 
4 Calls+Cold 
Send 430 81 96 67 674 
Total Lars 205 678 262 2550 


The 262 respondents represent 14% of those contacted.If 
non-responding was due to idiosyncratic or chance factors, the 
final sample of 262 would still be representative and unbiased. 
However, if systematic factors such as membership in a particular 
landlord association, or the size of the property were involved 
in decisions not to respond, then the sample which did respond 
might be unrepresentative of the universe of all landlords. 


The Consultant proposed to RSD that additional funds be 
Spent to randomly select a sample of the non-responders and that 
they be offered a strong enough incentive to persuade them to 
fill in the questionnaire and tell an interviewer why they did 
not respond in the first place. However, RSD concluded that 
given the ability of the Consultant to compare the 262 property 
sample with data from several secondary sources, this additional 
expenditures of funds was not justified. 


Additional Cleaning of Data 


All returned questionnaires were reviewed for reasonableness 
and completeness by a supervisor. Apartment owners who returned 
incomplete questionnaires or who gave answers that appeared to 
be contradictory were recalled and asked to complete or recheck 
the questionnaire. Over 40% of the returned questionnaires were 
subjected to follow up calls. 


In addition, all property tax data was cross checked against 
the records in the Los Angeles County Assessors Office and 
landlords who reported different property tax ‘amounts than those 
showing on the tax roll for the property were recalled. In the 
final analysis however, the landlords' rather than the Assessor's 
file record for the property tax payment made was used. 
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The Urban Institute then subjected the data further through 
a variety of statistical checks. Sixty responses were ul- 
timately dropped from the analysis. Roughly one third of these 
lacked expense or income data for 1983. Another third of these 
reported an inappropriate 1983 bookeeping period. 


Random Sampling Error 


In repeated samples of the same size, a given sample 
Statistic will take on different values across the various 
samples. That is, it will have a sampling distribution. The 
Standard deviation of the values in the sampling distribution 
(called the Standard Error of of the statistic) can be calculated 
using the Central Limit Theorem which is the fundamental theorem 
of applied statistical analysis. 


The Standard Error, weighted by a confidence factor (say 90 
percent or 95 percent confidence) establishes the Sampling Error 
for any given sample size. This Sampling Error can be used to 
compute the Confidence Interval--the range of values above and 
below the obtained statistic in which we can have a specified 
level of confidence that the population parmeter resides for that 
statistic. In this case, because the Sampling Fraction (the 
ratio of sample size to population size) is very small (less than 
One percent), the Sampling Error is virtually independent of 
population size and will not require a correction for sampling 
without replacement. 


Exhibit A-7 summarizes the size of the Sampling Error for 
selected percentages in the sample for 90 and 95 percent levels 
of confidence. These ranges are the 90 percent and 95 percent 
Confidence Intervals for selected percentages in a sample of 262 
properties. For example, if the percent in the sample is 75, the 
analyst can be 90 percent confident that the population parameter 
will fall between 7/1. and 79 percent. 
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EXHIBIT A-7 
Sampling Errors and 90 and 95 Percent Confidence Intervals 


for Selected Percentages Appearing in a Sample of 262 Cases 


Percent in Sampling Confidence 
Sample Error Interval 
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90% Confidence 


90 ay 318) 87 te-93% 
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50 05 45° tO so8 
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95% Confidence 


90 - 04 86 to 94% 
1 -05 70 to 80% 
50 - 06 44 to 56% 
25 20D 20 to 30% 
10 - 04 6 to 14% 
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COMPARISON OF TWO WAVES OF LANDLORD RESPONDENTS 


As indicated above, on December 12, 1984, Arthur Young & 
Co. changed its method of contacting landlords in the sample. 
Though the method of Sampling remained the same, before December 
zr the landlords of properties in the sample were contacted by 
phone first and then the questionnaire was mailed to those 
agreeing to participate. On December 12 and thereafter, the 
questionnaires were mailed to all of the landlords of properties 
1n the sample without proir telephone contact and then phone 
calls were made to those not responding immediately to the let- 
ter. It is conceivable that the change of method of contact 
could have altered the nature of the landlords responding and 
their properties. This is a summary of analyses of potential 
differences between these two groups, here labelled Wave 1 and 
Wave 2 of the sample of Landlords of properties inside the City 
of Los Angeles. The analyses summarized here showed that the 
change in procedure did not change the pattern of response. On 
the important variables that were analyzed, there were no sig- 
nificant differences between Wave 1 (prior to December 12, 1985) 
and Wave 2 (December 12 and after). 


Labor Market Planning Area 


The first analysis examined the potential differences in the 
geographical distribution of the properties in the sample as 
indicated by the Labor Market Planning Area (LMPA) of the 
property. A cross-tabulation of Wave and LMPA revealed a 
statistically non-significant difference between the two waves. 
The probability of difference by chance was .40. That is 40 
times out of 100 any differences in the LMPA distribution could 
have occured by chance alone. This .40 probability of a Type I 
error is well above the accepted standard .05 for statistical 
significance. For example, 58.2 percent of the Wave 1 responses 
were for properties in LMPAsS 1, 2 and 3 compared with 57.6 
percent of the properties in Wave 2. 


Number of Units per Property 


To examine the potential differences in property size, the 
total number of units per property were divided into those from 
two to five, six to 11 and 12 and over. This variable was 
cross-tabulated with Waves and the resulting contingency table 
showed a statistically non-significant relationship between size 
of property and wave. The difference between the two waves could 
have happened by chance 29 times out of 100 which, again, is well 
above the.05 standard for statistical significance. For example, 
54.3 percent of the Wave 1 properties had two to five units as 
compared with 60.0 percent of the Wave 2 properties. 
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When the raw (ungrouped) number of units per property was 
considered, the results were the same as when they were grouped 
into three categories. The mean number of Units. was L140 <n Wave 
hu compared with a mean of 11.9 for Wave 2. The probability of 
this difference occuring by chance was .86 . The median number 
of units per property in Wave 1 was 4.0 and it was also 4.0 for 
Wave 2. Thus, there was no difference between the two Waves by 
either measure. 


Income, Costs and Net Income 


The next analysis compared the Total Income from the prop- 
erty in 1977 and 1983, the Total Operating coses ator the property 
in 1977 and 1983 and the Net Income (Total Income minus Total 
Operating Costs) for 1977 and 1983 across the two waves. As 
shown in Exhibit A-8, not one of these comparisons was statisti- 
cally significant for either mean amounts or median amounts. 


For example, the average or mean Net Income for the Wave l 
properties for 1983 was $14,382 as compared with a mean Net In- 
come for Wave 2 for 1983 of $18,941, a difference that coulea =iave 
happened by chance 45 times out of 100. For median Net Income, 
the 1983 difference across waves was even smaller. The Wave 1 
median Net Income was $8199 and the Wave 2 median Net Income was 
$8298, a difference that could have happened by chance 99.9 times 
SUG Of 00. 


Refinancing 


Four factors related to refinancing were anlyzed: the per-— 
cent of each Wave with a second mortgage, the nature of the 
interest rate (fixed versus variable) for those having a second 
mortgage, the mean amount of the second mortgage and the median 
amount of the second mortgage for those having a second mortgage. 
As shown in Exhibit A-9, not one of these Wave l1/Wave 2 differen- 
ces was statistically significant. 


For example, 19.5 percent of the Wave 1 landlords reported a 
second mortgage on the sampled property and 18.9 percent of the 
Wave 2 landlords reported a second mortgage. This difference 
could have happened 99 times out of 100 by chance. Similarly, 
the median amount of the second mortgage for the Wave l 
properties was $31,500 compared with a median of $24,000 for the 
Wave 2 properties. This could have happened by chance 99 times 


out of 100 as well. 


Conclusion 


On the basis of these analysis, it is hard to escape the 
conclusion that the change in method of contacting landords while 
maintaining the same sampling procedure aia noe result ina sbras 
one way or the other for the properties being examined. 
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EXHIBIT A-8 


OPERATING COSTS AND INCOME BY WAVE FOR 1977 AND 1983 


Measure, 
Factor, Year 


Mean, Operating Costs 1983 


Mean, Total Income 1964 


Mean, Net Income, 1983 


Median, Operating Costs 1983 


Median, Total Income, 1983 


Median, Net Income, 1983 


Mean, Operating Costs,1977 


Mean, Total Income, 1977 


Mean, Net Income, 1977 


Median, Operating costs,1977 
Median, Operating Costs,1977 


Median, Net Income,1977 


Wave l 


Slipei2 
$25, 290 
$14,381 

$5,402 
$13,865 


$8,199 


$7,253 
$14,946 


57,997 


S35 
$6,805 


#3,433 


Fede 


Wave 2 


519,636 
$71,574 
$18,941 

$5,892 
$157,139 


$8,298 


$15,165 
$30,014 


$14,490 


$4,822 
$8,885 


$8,298 


Probability 


of Error 
wou 
val 
45 
99 
- 66 
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EXHIBIT A-9 


CURRENT REFINANCING DATA BY WAVE 
Probability 


Refinancing Factor Wave l Wave 2 Of - EBELOL 
Percent with second mortgage 19°55 1353 ee, 


Percent with Fixed Interest 
Rate Mortgage* 19.4 2I23 a0 


Mean Amount of Second 
Mortgage* $68,363 S48,573 oA 


Median Amount of Second 
Mortgage* $31,500 $24,000 Fede) 


* Only for those with a second mortgage 
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SAMPLING DESIGN FOR PROPERTIES OUTSIDE LOS ANGELES | 


This is a two stage equal probability sample using sys- 
tematic sampling with a random start for the first stage and 


simple random sampling for the second stage. The sampling frame 
for properties was: | 


-- For buildings with more thane Seung ts=— Directory of Val- 
ey Apartment Owners (September 1, 1984 through August 31, 1985) 


aa Directory of South Bay Apartment Owners (July 1, 1984 through 
July 1, 1985) 


-- For properties with under 5 units, the County Assessor's re- 
cords were sorted by Data Quick Systems into unit size types and 
microfiche records were provided by them for all small proper- 
ties. 


The Primary Sampling Units (PSU's) were the pages in the 
guide or the microfiche records. For each city, the number of 
pages devoted to property in that city were counted and divided 
by the number of properties for that city required for the sam- 
ple. The resulting quotient was rounded to the nearest whole 
number. This was the Sampling Interval (SI) for that city. Using 
a random number table, a number between 1 and SI was chosen. 

This was the Starting Number (SN) for that city. Each city had a 
different SI and SN. Pages in the directories or microfiche 
containing each uncontrolled city's listings were sequentially 
ordered where an appropriate listing was identied. The sampler 
turned to that page and counted the properties on that page. He 
returned to the random number table and chose another random 
number between one and the number of properties on the page. If 
the random number was three, then the third property was chosen. 
If the random number was five, then the fifth property went into 
the sample and so forth. 


To choose the next PSU, the SI was added to the random 
starting number and the sampler counted over the required number 
of pages. On that page, the number of properties were counted 
and another random number between one and the number of 
properties was chosen. This process was repeated for each PSU 
and each city. Hence each PSU in each city had a known and 
equal chance of being selected. Thus, all of the requirements of 
a random sample were met for the properties in the directories. 


For the 2-4 Unit Buildings it was found that the unit cate- 
gory percentages (2-5 units) were as follows: 
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Unit Size . Number of Units Percentages 


2 137, OH. 35% 
3 8,982 23 
4 12,802 33 
Total oo AS GP 0 OMe. Oi6) 


Using the Los Angeles County Assessor's Map Book Numbers 
(Thomas Brothers Maps - Commercial Street Atlas, Assessor's 
Edition, 1984), those map book numbers which applied to the 
comparison cities (Long Beach, Inglewood, Torrance, Pasadena, 
Glendale and Burbank) were identified. : 


Each city's map book numbers were arranged in sequential 
Order beginning with 1. Using a random number table, a sample of 
map book pages was selected. If a given map book page contained 
appropriate listings, the number of listings on the page was 
totalled, a sequential number was assigned to each listing, and 
uSing a random number table, an appropriate entry was randomly 
selected. The map book and entry were then retreived from the 
Data Quick microfiche. 


SAMPLING DESIGN FOR MOBILE HOME PARK OWNER/OPERATORS SURVEY 


The Housing Division of the Community Development Depart- 
ment of the State of California (HCD) maintains a list of Mobile 
Home Parks under their jurisdiction. A complete list was 
obtained of parks as of March 6, 1984, the most recent available 
list, and an effort was made to obtain the responses of each of 
the permittees on the list whose parks were actually in the City 
of Los Angeles. There were 68 such parks listed. 


SAMPLING DESIGN FOR MOBILE HOME PARK TENANTS SURVEY 


Given that the addresses of all mobile home parks were 
known, a complete listing of tenants in parks was developed 
through the use of reverse telephone directories, which list the 
names and telephone numbers of residents located at particular 
addresses. From the universe of park tenants, a random sample of 
names and phone numbers of mobile home park tenants was generated 
using a table of random numbers. 


30 


: U 
7a ae AY > i 
arts 
PEA TIhac 36 ae 


APPENDIX B 
ESTIMATING THE MONETARY BENEFITS 
OF RENT STABILIZATION 

Two different procedures were used to estimate the mone tary 
benefits of rent control. The fire assumed that, absent stabilization, 
rents in Los Angeles would have risen by the same (proportional amount) 
as rents in surrounding areas. We have called the rents derived from 
this assumption the “imputed” rents. The second approach assumed that 
recent movers are currently paying the rents that would exist in the 
absence of Stabilization, The rents implied by this assumption have been 
called “market™ rents. 

Calculating Imputed Rents 

The derivation of imputed rents involved three discrete steps. We 
began by using the 1977 Annual Housing Survey to estimate a hedonic rent 
equation for the Los Angeles SMSA in 1977. This regression related each 
unit”™s rent to a series of variables describing its physical 
characteristics, its location, and the household’s Length of tenure. 

The results of the analysis are presented in Exhibit B-l. 

Parameters from the 1977 regression were then used to predict the 
average rent for the uncontrolled (fi.e., non-Los Angeles) units in the 
1984 survey. In other words, what the average 1984 unit would have 
rented for in 1977. The rate of inflation in the uncontrolled sector 
was then estimated by taking the ratio of actual to predicted rents. 
Finally, this ratio (2.26) was used to inflate the predicted rents of 


each 1984 Los Angeles tenant (again using the 1977 hedonic equation). 
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EXHIBIT B-1 


Regression Used to Calculate Imputed Rents: 1977 


Dependent Variable: Gross Rent R?: 555 
Variable Coefficient Standard Error 
Intercept 185.61 5.48 *** 


Abandoned/boarded up buildings 


in neighborhood® -5.81 7.29 
Trash present in neighborhood® -3.70 3<69* 
Neighborhood rated "excellent" 
or "good" 16.12 1.83*** 
Dup Lex Saad 3.11* 
Lowrise 6.67 2.37*** 
Highrise 40.04 4. 56*** 
Two rooms in unit D5 e0r 4.69**% 
Three rooms 52.54 4. Glee 
Four rooms 76614 4.59kKK 
Five rooms 114.52 5.32*** 
Six or more rooms 116.30 8.6L*** 
Perceived in need of repair -11.54 BY Baiiel./ 
Located within Los Angeles ee) 1. 75*** 
More than one full bath 63.09 7 A (a a 
Owner resides in building -6.60 2241 *** 
Age of building -1.97 08 *** 
Length of tenure 
one to two years -8.22 L222 65% 
two to three years -15.25 2.78%** 
three to four years -18.83 3.42%%% 
four to five years -15.63 4.LL*** 
five to six years -23.58 4.87 *«** 
six years and longer -28.38 2.61*** 
Hispanic -22.55 2.24% 
Black - 32.63 ZL Gee 
a Condition bothers resident so much that he would Like to move. 


wee Statistically significant at 99% confidence level. 
* Statistically significant at 90% confidence level. 
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EXHIBIT B- 2 


Regression Used to Calculate 
Market Rents: 1977 (Los Angeles Only) 


Dependent Variable: Log Gross Rent R?: 626 
Variable ji Coefficient Standard Error 
Intercept 5.154 .O3L"** 
Abandoned/boarded up buildings 
in neighborhood® Bn 0 e/ 0 pe Fas 
Trash present in neighborhood® -O2% -024 
Neighborhood rated "excellent" ; 
or "good" .068 SOLL*®** 
Duplex .009 .020 
Lowrise -041 .OL6*** 
Highrise ~120 .024%** 
Two rooms in unit -194 -025*%** 
Three rooms - 386 .024*** 
Four rooms Ps lee O22" = 
Five rooms 679 «03072 * 
Six or more rooms -876 ; -053*** 
Perceived in need of repair - .087 sO LE*4™* 
More than one full bath ALS OL pee = 
Owner resides in building -.025 ~OL5S* 
Age of building -.011 -000*** 
Length of tenure 
one to two years -.024 -O1L4* 
two to three years -.070 ~O1L7 <** 
three to four years - .084 U2 1s 
four to five years - .084 <O2a"=* 
five to six years - .080 <O3O%** 
six years and longer racy | Sif ; Oba 
Hispanic -.134 -OLGri** 
Black -.198 Hy os ee 3 
a Condition bothers resident so much that he would Like to move. 


wee Statistically significant at 99% confidence level. 

ee “Statistically significant at 957 confidence level. 

* Statistically significant at 907% confidence level. 
oye 


e 
8H 3< 


EXHIBIT B-3 


Regression Used to Calculate 
Market Rents: 1984 (Los Angeles Only) 


Dependent Variable: Gross Rent R?: -454 
Variable Coefficient Standard Error 

Intercept 414.92 Lo aee 

Abandoned/boarded up buildings 

in neighborhood® Sez) 16295 

_Trash present in neighborhood® 1292 11.25 


Neighborhood rated "excellent" 


or “good” 22.96 7.79%** 
Duplex -11.76 14.60 
Lowrise 12.82 9.70 
Highrise 47.49 15..64*%5% 
Two rooms in unit 54.59 15.57*** 
Three rooms 68.40 14.21*** 
Four rooms L2bes2 L4.J5 "2S 
Five rooms 167.47 L7,L6"== 
Six or more rooms 284.13 2214S 
Perceived in need of repair -17.18 LOST 
More than one full bath 156.74 10.60*** 
Owner resides in building 2.95 9.75 
Age of building -1.38 Aho lates 
Length of tenure 
one to two years 3.51 12.39 
two to three years -20.00 327.2 
three to four years -49 .43 14.58*** 
four to five years -60.73 Lo .J7 S22 
five to six years -41.57 LO eho eX 
six years and longer -128.15 LO 0g *** 
Hispanic => 96 EZ LO. 40*** 
Black -65.96 9.30*** 
a Condition bothers resident so much that he would Like to move. 


*** Statistically significant at 99% confidence level. 
me Statistically significant at 954 confidence Level. 
x Statistically significant at 90% confidence level, 
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Differences between the resulting “imputed” rents and actual housing 
costs were used to estimate the benefits (costs) of rent control. 

Note that the rate of inflation derived from these procedures -- 
which control for shifts in the underlying quality of dwelling units -- 
is somewhat higher than the eteoeues ested by a simple comparison of 
means. Average rents in uncontrolled areas increased by about ll 
percent per year; our ratio estimate suggests an annual rate of about 
11.5 percent. 

Calculating Market Rents 

Market rents were derived by constructing two separate hedonics, 
both of which were restricted to units inside Los Angeles. The first 
was based on the 1977 Annual Housing Survey data and reflects the 
structure of rents prior to the imposition of rent control. This 
regression is presented in Exhibit B-2. The second regression employed 
identical independent variables, but was estimated from the 1984 tenant 
survey. This regression is presented in Exhibit B-3. 

Market values were derived by using a combination of parameters 
from the 1984 and 1977 hedonics. In particular, we used the tenure 
discounts that were estimated from the 1977 equation in combination with 
other parameters derived from the 1984 regression. Thus, we assumed 
that recent movers were unaffected by rent control and that, in its 
absence, other renters would have received a tenure discount comparable 
to the one existing immediately prior to the imposition of rent control. 

To insure that average predicted and actual rents were equal for 


recent movers, we used a Linear model for 1984 regression. However, we 


Ghe 


used a senilog equation in 1977. Thus, in estimating market reats, we 
assumed that the same Proportional discounts would have occurred in the 


absence of rent control, but we allowed the dollar value of these 


discounts to facrease with {nflation. / 
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Income 

Under $10,000 
$10,000-20,000 
$20°,,000-30,000 
$30,000 + 


Age of Head 
Under 30 


30-61 
62 and older 


#1 
#2 


Market Rent 


APPPENDIX C 


ANNUAL BENEFITS FROM RENT STABILIZATION BY RACE 
(in Millions of Dollars) 


Whites 

aL #2 
SLO .04 32.07 
GI.42 66.28 
$18.01 17326 
S-51.50 -69.07 
S-9.10 -2.98 
SLL.94 iseze 
$32.13 36.25 


Imputed Rent 


Blacks Hispanics 

Fa Fite, caste 
82.62 Rats =O 1 13.36 
-94.41 LO? See, 8.90 
-22.03 1.78 earat 2, -2.14 
=e Sh -5.24 <a 33 bag t 
4306! Unie -.86 5.88 
-4.07 10.68 - 60 13.66 
Leee 6.58 -.60 2.29 


oy 


L970 
P97 tl 
1972 
1973 
1974 
1975 
1976 
1977 
1978 
1979 
1980 
1981 
E962 
1983 
1984 


APPENDIX D 


ANNUAL SAMPLE SIZES, 1970-1984: 


PROPERTY SALES DATA 


Inside L.A. 


300 
300 
300 
300 
300 
299 
296 
925 
3,280 
2,849 
1,285 
792 
320 
1,197 
384 
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Outside L.A. 


102 
102 
102 
102 
102 
102 
L102 
477 
57% 
1,446 
562 
320 
108 
518 
162 


APPENDIX E 


METHODOLOGY FOR ESTIMATING PROTOTYPE VALUES, 
REVENUES, AND OPERATING COSTS: 1970-1984 


Eight property characteristics were included in the value, 


revenue, and operating cost regressions: 


HEATYN building heated yes or no 
ACYN building air conditioned yes or no 
BC611 building has 6-1l apartments yes or no 
BCGE12 building has 12+ apartments yes or no 
LOTSZUN lot size per unit square feet 
AREAUN average unit size square feet 
BLDGAGE building age at time of sale years 

LA building located inside LA yes or no 


Exhibit E-l presents the regression results, including estimated 
coefficients, standard errors, and R? Statistics. 
The two prototype properties employed in this analysis were 


defined as follows: 


Small Property Large Property 
HEATYN yes yes 
ACYN no yes 
BC611 no no 
BCGE12 no yes 
LOTSZUN 2300 800 
AREAUN 770 700 
BLDGAGE 40 15 


These represent average attributes for small (less than 6 units) and 
large (12 or more units) properties respectively. Since the rate-of- 
returm results did not prove to differ by property type, we did not 
experiment with additional prototypes. Exhibit E-2 presents the annual 
value (V), revenue (OC), and revenue (R) eeritates for each of these two 


prototypes, inside and outside L.A. These estimates were generated by 


ey) 


OD 


1970 
Value 


Revenue 


Revenue 


1972 
Value 


Revenue 


1973 
Value 


Revenue 


1974 
Value 


Revenue 


Revenue 


L977 
Value 


Revenue 


Operating 
Cost 


1978 
Value 


Revenue 


Uperating 
Luat 


INTERCEPT 


4173 
(2770) 
455 
(728) 


396 

(2843) 
1216 
(718) 


(1144) 


-1150 
(4719) — 


6860 
(2013) 
1618 
(968) 


HEATYM 


-75 
(2696) 
-3 
(700) 


45399 
(2731) 


-964 
(4870) 
-2 
(1098) 


“211 
(4033) 


3399 
(1323) 
469 
(646) 


(1973) 


“1721 
(865) 

133 
(271) 


- 1088 
(1648) 


-1390 
(1037) 
-621 
(455) 


BC6 LL 


228 
(567) 
213 
(224) 


- 1084 
(523) 

198 
(692) 


(1928) 


-3505 
(816) 

-248 
(270) 


386 
(1683) 


-538% 
(901) 

-412 
(412) 


EXHIBIT E-1 


AINSUAL VALUE, REVEOSUK, AMD OPERATING COST 


RECRESSIONS: 1970-1984 


BCGCE12 


168 
(692) 
192 
(337) 


-1267 
(682) 

2156 
(755) 


-4hb 
(3093) 


-4473 
(1159) 
-284 
(349) 


1998 
(2352) 


-3716 
(1419) 
1385 
(604) 


-7378 
(1355) 
169 
(97) 
LLe 
(65) 


LOTSZUN 


0.438 
(0.177) 

0.023 
(0.049) 


0.555 
(0.165) 
-0.070 
(0.201) 


0.337 
(0.225) 
0.021 
(0.026) 


0.494 
(0.282) 
-0.513 
(0.873) 


0.322 
(0.354) 

0.030 
(0.084) 


6.5 
(0.8) 


0.087 
(0.168) 
-0.018 
(0.073) 


2e 
(0.5) 
0.14 
(0.04) 
-0.003 
(0.031) 


1.2 
(0.2) 
0.08 
(0.0L) 
0.01 
(0.02) 


AREAUN 


10 
(0.70) 

L.4 
(0.22) 


Ll 
(0.67) 

1.8 
(0.62) 


15 
(0.81) 
Nes! 
(0.09) 


13 
(0.81) 
2.5 
(2.4) 


14 

(1) 
0.76 
(0.23) 


13 
(2) 


15 
(1) 
Le 

(0.5) 


18 
(1.6) 
1.8 
(0.12 
0.78 
(0.08) 


28 

(1) 
Jal 
(0.06) 
0.87 
(0.05) 


BLDCACE 


-87 
(13) 
-6.8 

(3.8) 


-107 
(14) 

-26 
(13) 


-150 
(18) 
-15 
(2.0) 


-173 
(20) 

259 
(54) 


-218 
(25) 
-22 
(7) 


-250 
(50) 


-145 
(26) 

-25 
(12) 


-176 
(34) 
-16 
(2) 
-1.9 
(1.6) 


-227 
(16) 
-19 
(1) 
-5 
(0.7) 


fo 


-516 
(331) 
-14 
(101) 


-589 
(361) 
-365 
(352) 


123 
(495) 
-53 
(55) 


576 
(504) 
-2650 

(1437) 


957 
(668) 
8 
(186) 


2400 
(1464) 


-394 
(785) 
- 328 
(356) 


577 


2124 


582 


544 


-567 


- 160 


-505 


«102 


432 


523 


2075 


2397 


392 


2396 


2394 
+385 


-420 
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1979 
Value 


Revenue 


Operating 
Cost 
1980 
Value 
Revenue 
Operating 
Cost 
1981 
Value 


Revenue 


Operating 
Cost 


Revenue 


Operating 
Cost 


Revenue 


Operating 
Cost 
1984 
Value 


Revenue 


Operating 
Cost 


INTERCEPT 


13121 
(2091) 
1721 
(143) 
525 
ae {as) 


15882 
(3007) 
2287 
(244) 
783 
(336) 


22969 
(3967) 
2919 
(348) 
1070 
(486) 


EXHIBIT E-1 


(Continued) 


BCCE12 


Lorszun 


1.6 
(0.3) 
0.05 
(0.02) 
0.01 
(0.02) 


303 
(0.4) 
0.04 
(0.03) 
0.02 
(0.03) 


0.6 
(0.2) 
0.05 
(0.02) 
-0.03 
(0.02) 


0.5 
(0.7) 
0 
(0.07) 
-0.4 
(0.09) 


0.3 
(0.4) 
-0.1 
(0.04) 
-0.1 
(0.04) 


(0.07) 


AREAUN 


29 

CH} 
be? 
(0.08) 
0.71 
(0.07) 


29 
(2) 
Led 

(0.13) 

0.70 

(0.14) 


35 
(2) 
Zell 

(0.18) 
1.5 

(0.31) 


37 
(4) 
262 

(0.36) 
2.3 

(0.5) 


41 
(2) 
2.9 

(0.2) 
0.8 
(0.2) 


41 

(4) 
2.3 
(0.4) 
0.9 
-(0.2) 


2265 


eral 


EXHIBIT E- 2 


Protype Estimates of Per Unit Revenues, Operating Costs, 
and Values -- 1970-1984 


Small Property Large Property 
Inside L.A. Outside L.A. Inside L.A. Outside L.A. 
Reg Ohm: LSet a ae Ric gee OGUaet. 
1970 1263 -- 9042 WAP | -- 9558 1461 -- 9687 1476 -- 10202 
1971 1137 -- 9846 1502 -- 10435 2891 o 9918 3256 -- 10507 
1972 1269 -- 10059 1322 -- 9936 1622 -- 10057 1675 -- 9934 
1973 3094 -- 10825 5745 -- 10249 2541 -- 9129 5191 -- 8553 
1974 1662 -- 12624 1654 -- 11667 1689 -- 10429 1681 -- 9472 
1975 1928 -- 16069 1758 -- 13669 2615 -- 12638 2447 -- 10238 
1976 2193 -- 16114 1865 -- 16507 3541 -- 13432 3213 -- 13826 
1977 2169 844 26419 2137 798 23958 2546 1043 20407 2514 997 17946 
1978 2443 963 28402 2460 938 27418 2744 «1121 (23120 2761 1096 22137 
1979 2744 1004 33955 2802 1022 34216 2916 1093 25704 2974 1110 25966 
1980 2936 1016 34580 3166 1037 38682 3842 1349 33390 4072 1369 37492 
1981 3314 1384 34102 3776 1870 42761 4097 1179 34561 4558 1665 43220 
1982 3803 1362 38698 4164 1561 44880 4441 2225 37006 4806 2423 43188 
1983 3976 1600 42983 4206 1762 47837 4978 2007 40646 5208 2169 45501 
1984 4397 1306 48304 4637 1242 49420 5216 1791 43392 5456 1728 44508 
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substituting the two sets of prototype attributes into the annual 
regression equations. 

Each estimate has an associated error term -- or variance -- 
which is determined both by the standard errors of the regression 
coefficients and by the variance in the underlying property 
attributes. Because each term on the right-hand side of this equation 
is a regression estimate, each has an error term -- or variance -- 
associated with it. In matrix notation, this error can be expressed as 

var(Y) - BP . 0° (XoX) > meee 
where Y is the estimated value, P is a vector of property attributes, 
X°X is the sum of squares and cross-products from the original regres- 
sion, and 02 is the estimated error variance from that regression. 
Similarly, the covariance of errors in Los Angeles and non-Los Angeles 
estimates can be expressed as 


cover (Xa Yura) = Pug 3 (kee ee 
Assuming that covariances among error terms are small, we 
calculate the variance of the difference between Los Angeles and non-Los 
Angeles rates of return as 
var( ry qty a t(L/V epg) 2Cvar(Rep a) + var(OCeg) + var(Vegiza) + 
Cl Mine On VaE(Re ee) + var(OC a a) + var(Visi na? + 
(Repa-Cepa + Vetiea/Ver a) var(Vera) + 
CCRewpa7OCenta + Veerwta)/Ven ta) var(Venza) - 
(2/Vira Venza) (covar(Rera Renta? + covar(OCey 4 Cent a) + 
covar(V fitA, teLNLA)? 


2 2 
2(Rep pC era + Vegrrad/Vera )(CRenpaOCenta + Verunta)/Ven La): 
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1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 
1979 
1960 
1981 
1982 
1983 
1964 


Notes: 


APPEXDIX F 


TAX AMD FIMANCING ASSOMPTIOMS 


Loan to Value Mortgage Interest Mortgage Marginal Tax Capital Depreciation Useful Depreciation 

Ratio Rate Tera Rate Gains Rate Method _Life Basis 

8.45 
802% 7.74 Low 25 50% of 30 

7.60 Mod 40 marginal atraight 20 years 66Z% of 
7.96 High 60 rate line year (Fixed purchase 
8.92 rate) price 
9.00 
9.00 
9.02 Low 25 
9.56 Hod 45 40% of 
10.78 High 60 marginal 
12.66 Tate 
14.70 Low 25 
15.14 Hod 40 15 
12.57 High 50 year 
12.38 


Loan-to-Value Ratio average around 80 percent in our sample of property sales, although a slight trend toward smaller downpayments 


is discernable. 


Mortgage interest rates reflect FHLBB new home mortgage yields. No multifamily loan series is eveilable. Fixed rate, 30-year 


mortgages are assumed for the entire period. Marginal tax rate assumptions were obtained from key informant interviews and 
confirmed by a CPA. 


Straight Line depreciation prior to ERTA represents a rather conservative tax assumption, but accelerated depreciation methods 
require additional holding period and recapture assumptions. Our landlord sample indicates that the vast majority of owners use 
the straight-line schedule with a useful Life of 20 years. 


A depreciable basis equal to about 2/3 of purchase price was indicated both, by assessors” data and by key informant interviews. 


TO! arr inl « 


APPENDIX G (a) 


ANNUAL RATES OF RETURN BY PURCHASE YEAR 


After-tax returns to equity and value were calculated on an 
annual basis for each purchase year from 1970 to 1984. Retum to equity 
is calculated as 

r= ((R,.-0C,-1,) - tx(R,-OC,-1,-D) + 


Weg - cex(V..)-V,+D+P,)/E,, 


while return to value is calculated as 
r= ((R,-0C,) - tx(R,-OC,-D) + 
(Vig Ve) - clx(V VV 4D))7V 
In both expressions, variables are defined as follows: 
R, = current year’s rent revenues 
oc, = current year s operating costs 
I,,P, ™ current year’s interest and principal payments, based 
on initial value and mortgage interest rate, and on 
years since purchase. 
tx = marginal tax rate 
D = depreciation amount, based on initial value and on 
useful Life in effect at time or purchase. 
V = current year’s value 
V = next year’s value 
ctx = capital gains tax rate 
The tables that follow present all the annual after-tax return 
computations -- for the two prototype properties, {nside and outside of 


Los Angeles, assuming high, moderate, and low tax rates. 
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Furchase 
VieiAta 


Lee) 
La74 
| Na ene 
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1974 
ae ae 
1976 
LOU 
1978 
Las 
LgeBo 
Lye 1 
LoS 
1983 


Bitte hese 
Year 


Ne aa a 
eet 
La 
Loe 
1974 
Laas 
ie7s5 
NES ee 
1976 
er ae ka 
19980 
9B 
he a 
LV 


ANNUAL RATES OF RETURN RY 
SMALL. PROPERTIES-~-INSIDE l.-A.=-HIGH TAXES 


Returns to 


L979 1971 A972 197s 1e7e LOTS 
OSE O.09 “O.22 Ge 4enueae O. O08 
ULkS 0029 0,56 Oma Oo OS 

234 0.62 O54 cog 

0.82 0.64 G.04 

1.02 "O..04 

Ons 


Loy 6 
Sey. 
OP = be] 
0.88 
aa 
ry ee 
pean We 


= eel 


Returns to 


LIPO LOPLI 19S, 197401975 
Pe OOS) OOF “a. 18 eee. Ouis 
Met OS OF. WI Oe 2 "Os 

Oe FO. & Uae le Oe 

OLE OO" eS OL OS 

Clay cer esl s 


aO.04 
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1976 
0.48 
0.48 
0.48 
0.48 
oO. 48 
Oo.48 
O.48 


FURCHASE YEAR 


Equity 


1977 1978 1979 1980 
et Ocmed Oa nT 
RO Gs AS Cla er Ole ind 
SAO Oe eh ie Od 
Orel) Lae Oe OA: On OF 


Oeil oy ee ono 1.4 


Ona =e kee OG OS, (Os 4 
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0.354 O76 6-07 = cot 
OF AO GeOd Gea 
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SG) AG) Be 


Value 


1977 1978 1979 1980 
GROG “OST 7 Or Cracre ail 
0708 GO. 17 Ol 04 On02 
0-08 C217. 0508 G02 
0.08 0,517 0.040. 02 
CO} O08 C817 L084 GlGez 
OSOC Os Bor Cason. 
O20G  Os14 O204) 02ae2 
OF 09 (Os 16-0. OF Ose 
9.18 90.904 0.02 
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O.16 
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Siced wea 
One 
CAG 


QO XEN 


a eeaten 


0.24 


Ble Bs 


ayes 
Oz FA 
0.45 


1982 
Gi by 
Geile 
Onis 
O.12 
On be 
O.12 
O.12 
Ou1S 
OoLS 
On Ls 
Qa les 
a eas 


Wo es 


Moe 
Oot 
Dope f 
a | 
Cea 
Cle 
Chet 
Cet 
One: 
Cee 
On 
Aire 
Oe 
Q.35 


Oe Si 


1982 
Ours 
6 Pie 
Cech 
ORT 
Oe 1s 
On te 
Oo ies 
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ANNUAL RATES UF RETURN BY 
SMALL FROFERTIES--OUTSIDE 
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APPENDIX G (b) 


INTERNAL RATES OF RETURN ACQUISITION 
YEAR BY DISPOSITION YEAR 


Internal rates of return were calculated CoOrsallapossible 
holding periods between 1970 and 1984. These yields were 


compared both on eqity and on value. In the former case, no 
refinancing was assumed. 


i 


CFi= cash flow in period i 
r=internal rate of return 


The tables that follow present the computation assuming high 


taxes for the two prototype properties inside and outside Los 
Angeles, 


58 


CU Tyee 


NACE 


13970 
leet! 
Aes 
Lows 
1374 
MWS SF 

a7 ics 
SEA Fe 
7S} 
WS WAS, 
1580 
sepa 
Mies TS el 
ESI SPS 


Blac hearse 


Year 


Lato 
Loe 
Lo 
L727 
1374 
Lis fF sea 
1376 
Lo7 7 
LIF eS 
i Nae JF ae 
1380 
jie Sw | 
1382 
Nips BS 


= 


og Beat 


INTERNAL 


SMALL 


1 3 7. a 


O 


ees 
(Be. 
Gy 


A Ss 
wl 


Mit Bi 


ay dr 
¥ Sek 


“= 
al =a 
a] 


OS 


Pa73 
(8 are 

een 
OoLeB 


SIS 
solal 
OE 


eles 


RATES 


OF 


RETURN EY 


CEOPERTIES 


Lg74 
etd 


aS ee) 


O, 28 
Qe) 


Voa7S 


- 46 


Os 


- 48 


O.29 


«17 


i Ee ee Foe 


my 
~ OF 


sts 
a OG 


Pgh Ses 
Os 
ay a! 
AON S 
5 (OKs: 


be 


INS TDG 


frente tcie dienes: 


L7G 


©) 


OF 


240 
ees 
(aire 
O. 
og Oe 


Io 
ow 


10) 


at hi 


(Hs; 


La7 7 
(he aia) 
O.4 

2.40 
a ows 
pose 
(i) eaeasoee 


Oe 26: 


Returns ta 


1376 


7m) 


21S 
Bs | 
2 1Q 
-O8 
205 


Ot 


one) 


Lae 7- 
oP fies, 
ei 
«La 
-14 
~ 1] 
as 
ora 


PURCHASE 
le A: 


Equity 


1578 
I.40 
Ove oF 
QO. 

Q.3S 
oO, <9 
Oo 


OS) 


ee ie 


-O6 


Value 


{3978 
- 18 
- 16 
mae few 
Bae eee) 
oe 8 
S83 
~O7 
ee | 


Af 


‘ 


GALE 


F373 


CQ). o 


) 
om) 


i) 


>. 


AS 
es 
QO. 


4 


=f PRE) 
Ole 
jee, 
ariel 
wos 


a4 


L373 


=19 
ee 


Onis 


(Oh 


-14 
ke 
2 OF 
- 08 


oO3 


Bit Pe 


YEAF: 


MG SAKES 


1380 
O. 28 
(Sanaa 
Ce 

6.3 sae 
Chie 28 
a) 


Q 


we 


me AS, 


Pie Ges 
ae 


ou GS 


1380 
eke 
ae lich 
alas 
eles 
eelol: 
-9O8 
- 98 
Se 

Dis Oe 
Oye | 


1581 
O) 2S 
O. 28 
ecg | 
Ox 
QO, at 
Chae: 
ees fi 
50 ee 
ease 
Ores 
Qa.,a0 


1381 
LG 
215 
-1¢4 
els 

Ozli 
- 08 
-98 

Q.O3 

Oa 

ce 
0.01 


1582 
Core 
a 
Yat] 
O.29 
OL: 
O. ae! 


re) 


“ ta 
Bo es 
zr) 7. 
~OS 


(Ql eys t 


GSTS 
Q.14 
Ceel.s 
OLY 
aO.ag 


O.02 
O.a2 
Qi Ge: 


Ue tS oe 

-18 
eee 
mG 
Oa 
O. 26 


-16 
SBS: 
O.09 
OOF 
- 96 
O.03 


Q.O1 


133+1 
40 Bo 
On ae 
Oia wee = 


eee 
a) 
QO. 2c 
ORL 
rs by 
eS 
Cll 2 
WOE 
oS 


ots 


on. 


—- 


1384 
ore 
lS 
-i4 
Pe 

ark as 

aQ.ay 
5 (ONS) 
-O6 
O.0S 
-O4 
CGS 
“OS 
(Qs (se 
De Gt 


INTE FNAL MATES OF RETURN [vy BURCH AS the dn SAS YEAR: 
SMALL FPRNEERT ] Ess WOTot DE fs Dat 2 hehe: 
PU? via Pee 


4 Wd 5 
Veet bees tte iS ibd {| OT, Ue. 


Eh AVS 7A LETS) fave ibe Aare Oe ed =, SI SSN eAe: Liy7y 1380 15961 1582 
eI iC) ORS ORS CS Q.39 O.42 es by | O.49 0.38 Gh, Be Seo fae pe | China 
1°97 1 (eee eee S} Oeil G35 Cha, iS O. SS) OAS On S4e-0220 ORs Si Geuc OR Mey 


Es ae a O-16 OsSantas Ona Oet) OS S59) ay ORG heed = Cecse) OUZG OL ee 
eS Ge Ss Ofte ae Ce Peo ee Sas ea ge te Oi 7 Tie SS Orage Osco s Oc27 das 
137 -4 OLS Oreos mcrymere es je he oy 0.30 0.30 0.26 0.27 0.25 
BIAS: a Fs Wes Lea ae berg sep re? Bey Peay Ce 2G Ones Vee! 

IG Oh 7 Oe fe Oneerer pce Os 22* OPS a Opes ane 


LV, CNR 2 Oma Sar 1 GP 3 7. Cot/e Oa Ge Cae 
1378 ries er Oe 4 eal OS's cee. 


1375" Os Oss OO GF O44 Oneies 
1580 Gate Gree OTL REY. (OS 
1581 OF O10 HS QO. Od4 
15982 Ceti ie 01S) 
1938S One 


(Uap tel ayers 
Year Returns te Value 


Lee Les Toys) pf So74 ta7o La7G a7 7) 17S 1373 1980 159861" 194ee 1358S 1384 
WES SPAS OMLESOVOR ao Grid OF Seon ness OC17--O2 18 Ot 7 eet O.17 O17 oat 
Leal (MIP OSO7 OL08 1.65 Oot lO oe On SS POee QO,16 0.16 O216=0et1S OF LS 


|e FBG 0706 0.08 0.09 0.11 0515 611s O.16 0.16 O13 0116 OvtSeeeee 
Loe Ose 208 OLOn OTe dt aoe = O215 O21S OC 15! Offs comers 
1'97 +4 OsO8 (OVO6 O510 O11. O12 ois O.1S°O. 15700 tse onde 
es Foe OLOS =O LOB OSGI Oot ls O.1 feo Teeceany OF 147 Orig 
15376 OSU OSOG- O70BbO Log O53 10-0309" OF0S" O04 
La O7024O. Gt 190S. OF OGealore OZOGOsOG 
ES PIAS 0.05 0.04 6.05 0.05 06.05 QO.0S 
135793 OJ0270,03 00S 0.08 Glog 
1380 OLOT OfF0220-6278 0-08 
1381 MG ya Gre (o). as 
1382 SOL GO2al 
1583 (8), Gal 


60 


eet 


Bre haste 


Year 


D7 
SAI 
AGS aes 
LSa7S 
197 4 
VOSS 
1°376 
LSI 7 
1578 
NSU) 
1580 
L381 
ae 
SIS 


Ueno 


PAD 


LE ein 74 


Lee ae de 


iis be 


INTERNAL. 


L472 


LARGE 


Aes 


Ose G eS 
pie Wear May bs 


(@his 


a OPS 


Lae Lr 3 

Og ~O6 

~O4 -O4 
Or 


KATES 
PEORERT TES 


1974 
Oreo 
pe 


Ee 


peste 


Q 


1374 
CCI, 
CROs; 
CTOs 


BOF 


OF FE 


L375 
Cea 
O29 
Che 
Le a 

Beh 


eS Ss 
O.08 
5 CUE, 
ZUG 
5 O7/ 


(OS) 


TUFIN 


ke burtrns 


SIA 
Bie 2 KG 
OSS7 


Returns tea 


1376 
arLeL 
2 1@ 
Q.Og 
ei lel: 
O.07 
- OG 


61 


aQ.ag 


IDE 


es Par 


2 7, 


Lo7 2 


-41 0.358 
Cte OFS 
Maes, 1h S 
OST Ome 
Os ties 
Seo One 
O. 14 ales 


See 


13578 


-14 0.15 
-12 0.14 
ae bet Ose leg 
sto (OCS 
= LO! One 


-O4 
(@) 


hs 
TOE 


CAM 


10 


BY FUFRCHASE 
GUS 


Value 


9 
“er 


eatNge 


Ver ECan tay 


SALE YEAR 


LSo73 
Silas 
- 14 
-14 
-15 
apt 
-11 
- O86 


O 
QO. 


Os 


(OR: 


HIGH 


1580 
aS: 
SaLeye 
- 16 
neo 4 
21S 
-14 
~ Li 
-98 
OS 


» OF 


QO 


TAKIN 


a.0S 


ie LSB 
-18 
ae 
«Le? 
-18 
«LG 
«LS 
pe) bl 
On? 
-O7 
OO 


One 


1982 
(0) 5 SSG) 
O.26 
WACO | 
O.S4 
SAOP | 
ORG) 
es a 
ron F 
Dis 7 

-14 
O.O6 
O.00 


Lee2 
el 7. 
- 16 
-16 
«17 
ais 
-14 
Py 53 
- 98 
96 

QO.QS 

O2O2 
201 


| 


ce 


[les 108 | 
hi © 


(eu 


ieee 
ORS 
(on 29g 
28 
0.25 
7) 


ONS ee 


O17 
O.14 
es 
OF 
-O2 


tee 


(Gin 
(a) 


PIGS 
wey 
- 16 
iS 
Pap 4 
ols 
-14 
-10 
- O08 

OOF 

Os05 

OLO2 
Od 
Ol 


iC 


1984 

5 Ate, 
(Nee dee 
CVs 
Ones 
Ge aay 
(ORS ey 
24 
One) 

eolt/e 

-14 

pws 
(Oye Oe 
Oaane 
C a 


1384 
~ 1S 
aplee 
oS 
5 AE, 
-14 
melee, 
6K) 

a.ag 
OG 

20S 

(O)6 ee 

QO. 

a yal 

Pat 


USSF bipennate 


Year 


1970 
Poe A 
a7 2 
LIF Ss 
1374 
1M Paar 
P3976 
Ley 
L37G 
| See aS ke 
1580 
P38 P 
L382 
1363S 


Purchase 


Year 


13970 
LST 
| Dae se 
ie ae 
15374 
Wes Te der 
PaTG 
L377 
L373 
Las 
1580 
12761 
LaBe 
13983 


INTERNAL ATES Ot 


LST le Ae as LIF Ie 37S 
PECL Ff poor 2 a rey Series sag eK le 5) 
Ose OS 1 Shoes O.S4 

HO) 207 eee: 

sinh od 20) cee 

VS 


LS7 i. 1572 Ws CIS Le ea | SIS 
POS i O.906 0.08 (Oe Se 
OOS, Oy. (axe! OLOG (a 00s 
OO OOS CEO 

OAs; (6). ays: 

Oy 


FE TURN 
LARGE FROFEET IES 


( 


Gy, 


lege { (lr tVSs 


5 


Q 
O 
Q 


976 


aoe 
£8 
ABE 
emus 
A Os, 


PUCHAGE 
UNS CDE 


1977 
Che deg 
OS OOS L 


Oe 
oe 


ea 


a) 
a) 


Oe 


-13 


Returns te 


1 


ce 


976 


5 ial 
5 @® 
5 (ars) 
5 (Oe, 
2 OG 


Os 


G2 


Loe 


oe Les 
-14 
O. 
wells 
oil 
«08 
-O6 


Nx 
vw 


| Tis fs 


lcqaa 1 | Y 


L763 
ie 

G39 
Ores She 
O.36 
O.30 
0.24 
7) 


etal ce 


O.08 


Value 


1578 
Ais 
-14 
ele 
-14 
aq ib al 
-O9 
ta7 

Gs 


Gs 
Os 


¥ 


oe 


SALE YEAR 
LAN as 


Lass 


Sg Ley 


- 14 


Lh 


OQ. 
Oe 


-14 
oe ee 
2OF 
- 08 


ag 


(Giz 


Hak 


GH 


fans 


15380 


CNS 


-17 
-16 
-15 
ne ee 
-1l2 
co a) 
- 10 
-O35 
-O4 


OS 


(cn 


We S3) BBR ar 


=~ 
~ 
s 


Cite 


210 
C= 


OS 


136i 
~- 16 
-15 
-14 
weld 
-135 
«il 
-10 
- O6 


OQ. 
QO. 


OS 
OS 


PAGE 


Ol.SO 
One 
aS 
Cisse 


Q.0S 
(a hee be 


1582 
-16 
splices 
-14 
5 Sy; 
5 ILS 
cy ah ol 

Os SS 
-96 
a 
= (Os! 

(Bie (Owe 


eee 

He: 
ae pases 
O. 26 
OnE 
0.28 
QO. 24 
meee 

oe =) 

GS 
COR Lis} 
CONC: 
oe OS 

QS 


1383 
oe 
SS 
-14 
hs 

sels 
coilal 
Le) 
oY 
- O6 

Oye (Or 

ORGS 

QO.O8 
age | 


1 
C) 
QO 
Oo, 


Gin 
im) 


QO 


he 


38: 


ai dek 
Poe 
(Pt 
ge 


a 


o 16S 
le, 
-14 
Os 
Or, 
SOS 


(TOS 


| 


384 


-16 


Oe 
-14 
Uo eg a 
wie 


5 pbs 
oh) 
QO. 
a ONS: 
QO. 
Ge 
OQ. 
On 


G7) 


os 
as 
OS 
Gis 
5 (NEL 


— 


APPENDIX H 


PRICE DATA FOR CONSTRUCTING THE COST-BASED INDEX 


This appendix presents additional information on the data used 
to measure changes in input prices for the seven major components of 
building expenditures. All of these data have been obtained from 


secondary sources, and can be readily updated in future years. 


Wages and Salaries 

The best source of data for measuring annual changes in wages 
and salaries appears to be the M&M Community Wage Rate Survey for Los 
Angeles County. The survey reports wage data for general maintenance 
workers on a July-to-July basis. While other sources of wage data are 
available -- for example, the BLS Area Wage Survey for skilled mainten- 
ance workers -- these surveys typically apply to larger establishments 


than is true of the M&M survey. 


Utilities 

Data for electric, water and gas service are available from the 
DPW statistical report (1974-1984) and Pacific Lighting Corporations 
Annual Report (1983). Sewer charges are determined by the City and 
added to each bill according to water usage. Together these sources 
provide the following data: 


o annual average changes in electric costs (cents per kilowatt 
hour, commercial) 


o annual average changes in water costs (cents per 100 cubic 
feet, commercial) 


Oo average annual changes in sewer charges (cents per 100 cubic 


feet, residential for buildings with four or fewer units and 
commercial for buildings with 5+ units) 
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o average annual changes in 84S costs (cents per 1,000 cubic 
feet, residential) 


An alternative to using per unit averages would be to price a set of 
Standard bills over the 1977-1984 period. However, we believe this 
would pose data collection problems for the current Study and would be 
difficult for the City to update. By contrast, the proposed approach igs 


simple and should yield reasonable results for the price index. 


Management and Administration 

There are no readily available data that can be used to measure 
changes in management fees or in the prices of various inputs associated 
with building Management and administration. However, the Institute of 
Real Estate Management ( LREM) publishes annual estimates of management 
and administrative costs for four different building types. These data 
are presented in Exhibit H-1L, expressed on a square foot basis. We have 
also derived two different sample averages. The first was obtained by 
weighting the average costs of each building type by the number of 
Sauere feet represented in that category. The second figure -- which we 
have called the “constant-share" average -- was derived by weighting the 
costs per square foot in each building category by a constant fraction 
in every year. Asa result, the latter estimate controls for year-to- 
year shifts in the composition of the sample, 

As is evident from the chart, management and administrative 
expenditures remained constant or declined between 1977 and 1980, and 


then increased ata telatively rapid rate between 1980 and 1983. This 
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EXHIBIT H-1 


ADMINISTRATIVE AND MANAGEMENT COSTS 
PER SQUARE FOOT: 1977-1983! 


1977 1978 1979, 1980 1981 hCG.) 
Elevator 0.27 Ov28ae SO ka 0.26 0.30 0.43 0.44 
12-24 Units 0.23 0.25 0.26 0.28 0.34 O237 0.49 
24+ Units 0.23 0.35 Wane 0.27 0.39 0.40 0.40 
Garden Apartments 0:35 OBL 0529 0.30 0.36 0.43 0.47 
Sample Average? 0.33 Oat 0.29 0.29 0.36 0.42 0.44 
“Constant-Share 0.29 0.30 0.28 0.29 0.36 0.41 0.46 


Average 


ee 


l. 


Source: Institute for Real Estate Management. 


Sample averages were derived by weighting the cost per square foot in each 
building category by the number of square feet in that category and then 
summing across building types. 


Constant share averages were derived by weighting the cost per square foot in 
each building category by a constant fraction in each year. The weights 
assigned to building types were derived by calculating the average proportion 
of buildings included in each category over the entire seven year period. 
They are: 0.065 for elevator buildings; 0.243 for properties with 12 to 24 
units; 0.214 for properties with over 24 units; and 0.479 for garden 
apartments. : 
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trend is somewhat puzzling, given the fact that the Overall rate of 
inflation was relatively high in the early period. It seems unlikely 
that the data reflect changes in the underlying prices that are 
associated with building management and administration. Rather, they 
would appear to represent cninee eee the level of inputs used. However, 
since the IREM data measures total expenditures, as opposed to input 
prices, one can not distinguish between these alternatives. 

In light of the trends observed, we decided to use the all-item 
CPL, as opposed to the [REM figures, to measure price changes for 
building management and administration. This resulted in a much Lower 
rate of inflation in 1984 (4.2 percent with the CPI versus 11.7 percent 
with the "constant share" IREM average), but a higher rate of inflation 
over the entire seven year period (71 percent with the CPI versus 58 
percent with the "constant-share"™ IREM average). Had the IREM data been 
used, the 1984 PIOC for stabilized apartments would have risen by 0.6 


percent. 


Parts and Supplies 

Regional data in the Detailed Reports of the CPI track changes 
in the prices of maintenance and repair commodities, which include lL) 
paint and wallpaper supplies, tools and equipment; 2) Lumber, awnings, 
glass, and masonry; 3) plumbing, heating and electrical supplies; and 4) 
miscellaneous supplies. The CPI data reflect prices that are paid by 
the average homeowner, and may be different peoartre prices paid by the 
city’s landlords, especially those who make volume purchases. However, 
{t seems reasonable to assume that price trends will be roughly 


comparable for the two groups. 
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Contracted Maintenance and Repair Services 


As with parts and supplies, the regional data in the CPI 
Detailed Reports shows an entry for maintenance and repair services. 
This item includes property maintenance and capital improvements and 
would seem to be a reasonable choice for the contracted services 


component. Again, the data apply to homeowners but are the best 


available. 


Property Taxes 

Data from the County Assessors” Office were used to collect 
information on changes in property taxes between 1982 and 1984. In 
particular, we examined the aggregate assessed values of multifamily 
residential properties in Los Angeles in 1982, 1983, and 19384. 
Buildings constructed after 1980, as well as demolitions, were excluded | 
from the analysis. As a result, the data pertain to approximately the 
same set of properties in every year, or about 101,000 different 
parcels. 

The results are presented in Exhibit H-2. Between 1982 and 
1983, the average assessed value per property rose by about 8.8 percent, 
from $109,637 to $119,340. At the same time, the average tax rate 
declined from 1.098206 to 1.089892 percent. + This translates into an 
average tax increase of about 8.1 percent. Between 1983 and 1984, 


assessed values rose by about 9.6 percent, from $119,340 to $130,787. 


Ll. The precise rate varies according to assessment district. The 
rates cited in the text are for Tax Rate Area #16, which is considered 
"typical" by the County Assessor’s Office. 
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EXHIBIT H-2 


CHANGES IN THE ASSESSED VALUE 
OF MULTIFAMILY PROPERTIES: 1982-1984 


Number of. Total Assessed 


Assessed Value 

Properties Value (Millions) Per Property 
1982 LOL, 171 $11,092 $109,637 
1983 100,764 $12,025 $119,340 
1984 100,490 As Is pag 7 $130,787 
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The average tax rate declined to L07:1987., Producing an average tax 


increase of about 7.8 percent. 


These overall averages obviously mask Pronounced differences in 
the experiences of different Properties, Proposition 13 Limits 
increases in the assessed values of buildings that do not turmover to a 
maximum of 2 percent per year, Separate county-wide data on building 
transfers suggests a Curmover rate of 4.9 percent in 1983 and 6.7 in 
1984. Assuming that buildings that were not sold experienced a 2 
percent increase -- and that transfers were evenly distributed across 
the stock -- the average increase in assessments at the time of sale was 
about 141 percent in 1983 and about 114 Percent in 1984. This trans- 
lates into tax increases of roughly 139 and 111 percent, respectively. 

These large differences in the experience of Properties that 
did and did not change owners makes use of the “average" increase 
inappropriate for the cost based index. On the one hand, an 8 percent 
allowance would do Little Co compensate recent purchasers for the 
enormous increase in the assessed values of their Ptoperties. On the 
other hand, applying an 8 percent Standard across the board would over- 
compensate the vast majority of landlords who received no more than a 
Cwo percent increase. Thus, for purposes of our cost-based index, the 


Cwo percent maximum has been employed. 


Insurance Costs 

Both the California Insurance Services Office and the Insurance 
Information Institute were contacted regarding possible sources of 
insurance data. Both Organizations indicated that rate increases 


(especially in recent years) have Probably been Less important to 
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Th Vv ] 
erefore, we ha e used the Dodge Building Cost Index to es tima te annu 
a 


changes in teplacement costs for this component. The Dodge Index 


reflects 
construction costs for a “composite building and the data are 


Presented for the Los Angeles area on a September-to-September basis 


The Impact of Using Alternate Price Data 

As described above, the analysis uses a 2% price increase for 
property taxes and a management and administration increase based on the 
CPI rather than IREM. If instead we had used IREM data for management 
and administrative costs as well as the 8 percent change in property 
taxes derived from the analysis of one year’s tax data, the resulting 
1983-84 PIOC would have been 5.388% rather than 3.710%. This would have 
translated into a cost-based rent adjustment of 2.92% rather than 
2.23%. This falls between the 1983-84 Percent of CPI adjustment (2.44%) 


and the non-shelter CPI adjustment (3.61%). 
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APPENDIX I 


TEXT TABLES WITH STANDARD ERRORS 


TRENDS IN RENTS AND RENT-TO- INCOHE 
1977-1984 


RATIOS: 


Inside Los Angeles 
ee Rees 


1977 
Average Contract Rents $L89*** 
) 
Average Gross Rents 205*** 
(2) 
Avetage Gross Rent-to- e269 *ke 
Income Ratio (.003) 
Distribution of Households 
by Rent-to-Income Ratios 
< 0.20 -s97 <** 
(010) 
20) =) 430 - 266 
(.009) 
-30 - .40 ~L58™ 
(.008) 
- 40+ ~L79* 
(.008) 


a 


Standard errors are reported in parentheses. 


“*«« The difference between the 1984 aad 1977 ratios is statistically 


1984 


$408 *«« 
(4) 


G4gene 
(4) 


.285*** 
(.004) 


+ 352N Ex 
(.012) 


Ly 8 
C20 Ly 


soe 


(.0LO) 


ei39% 


(.010) 


significant at the 99Z% level of confidence. 


** The difference 


* The differeace 


LITT. 


SLO3*e* 
(2) 


213*** 
(2) 


.275** 
(.004) 


-403** 

(201) 
-248 / 

(.0L0) 


eES7: 
(.008) 


~193** 
(.009) 


Outside Los Angeles 
a ae E 


L984 


—_—_—___ 


$422 %«% 
(8) 


469ne« 
(9) 


-297*« 
(.0L0) 


.338** 
(.030) 


-240 
C.027) 


By ye: 
(.024) 


.250** 
(027) 


is statistically significant at the 95% confidence Level. 


{s statistically significant at the 90% confidence Level. 


ok 


EXHIBIT I-1 


TRENDS LN RENTS AND RENTS-TO-INCOHE RATLOS IN 


LOS ANCELES BY HOUSEHOLD TYPE: 


Age of Head 
Under 30 


30-61 
62+ 


Household Size 
One 


Two 
3-4 
5+ 


Lacome 
<5) 105000 


$L0-20,000 
$20-30,000 
$30-40,000 
$40 ,000+ 


Race 
White 


Black 
Hispanic 


Other 


Length of Tenure 


Receat Hovers 
L-2 years in unale 
3-5 years in unit 


6+ years in unit 


Gross Rents 


L977 


$207 
(3) 
209 
(3) 
L94 
(4) 


$185 
(ee 
228 
(3) 
aa 
(4) 
201 
(6) 


S172 
(2) 
221 
(39 
262 
(6) 
306 

(LO) 
346 

(21) 


$229 
(2) 
168 
(3) 
168 
(3) 
190 
(6) 


212 
(3) 
207 
(3) 
205 
(4) 
189 
(4) 


1984 


$460 
(8) 
447 


$489 
(7) 
402 
(8) 
371 
(6) 
453 
CES) 


496 
(LO) 
495 
(9) 
440 
(10) 
37.1 
(7) 


1977-84 


L977 


267 *%* 
(005) 
.240*** 
(.004) 
oar 


007) 


-L94 
(-005) 
.250%-* 
(.006) 
.258*** 
(.007) 
.2L3*** 
(.OL0) 


37 3KeK 
(.005) 
J LOT eee 
(.002) 
.L33*%** 
(.003) 
~LLL*©** 
(.004) 
-089*** 
(.020) 


.279 
(.004) 
.292 
(.009) 
~24L*** 
(.006) 
.2L7*** 
(.0L0) 


.272* 
(.006) 
.268*** 
(.005) 
.247** 
(.007) 
.285* 
(.008) 


¢ 


Gross Red t=To=locone 
Ratlo 


L984 


-30L=" 
(.008 * 
.267%* 
009) 
2536 

C5025) 


.284 
C008) 
vat 7a 
©2007) 
-290** 
(.008) 
E74 Soke 
(.020) 


~519*4 
(2083) 
.370** 
(.006) 
.245** 
(005) 
.188** 
(.006) 
.L53** 


(.003) 


-279 

(.005) 
5302 

(.OL0O) 
2291** 
(.0L0) 
.272** 
C015) 


-287* 
(.009) 
.306** 
(.008) 
<ZEee 
(.008) 
Bris 
(.008 ) 


*** Differeaces between 1977 and 1984 ratios are statistically significant 


at the 99% confideace 


level. 


“* Differences are significant at the 95% confidence Level. 
« Differences are significance at the 902% confidence level. 


EXHIBIT I-2 


TRENDS IN MOBILITY RATES: 1977 - 1984 


Inside Outside 
Los Angeles Los Angeles 
1977 L984 1977 1984 
Average Number of Years 3.56**« 5.49% ee 2.9] * 4 4.44%k« 
(.104) C130) (.091) 7255) 
Distributiog by 
Length of Tenure; 
< One Year 312 *e% ~214*%«e o339tKe «240% ke 
CS01G) (.009) (.010) C022) 
l-2 Years -356*«« «235%*%« ~376%*e 291 *Kx 
(.010) (.009) (.OLL) (.023) 
3-5 Years - L56***% -210***% 14] **% 240 *kK% 
(.008) (.009) (.008) (50223 
6+ Years ~L77**«% - 34] *%e -138*** «229% ke 
(.008) (.016) (.008) (.02L) 


TS 


Income Class 
ee ee 


< $10,000 

$L0-20,000 
$20-30,000 
$30-40,000 


$40,000 + 


Race 


White 
Black 
Hispanic 


Other 


Household Size 
ee 


One 


Two 


Mean Length 
of Tenure 


Loe, 


3.8*«« 
Co?) 
3.3*«e 
(.2) 
3.5*«« 
(33) 
3.7 %« 
C5) 
2.2*«« 


CoG) 


1984 


6.2*« 


CEG) 
5.6*%%e 
(a3) 
4.6%ee 
C53) 
5.L** 
(.6) 
4.]*«. 


Co2) 


at the 99Z confidence level. 


** Difference {5 Statisticall 
is statistically significant at 


Difference 


EXHIBIT I-3 


TRENDS IN MOBILITY BY HOUSEHOLD TYPE: 
1977-1984 (Los ANGELES ONLY ) 


Percent 
Recent Movers 

1977 1984 
31L.6**« L8.L*«« 
C13) 2-55) 
31. O%«e 21L.3*"*%« 
(1.6) (i 8) 
28 .0* 2it* 
C215 C2975 
29.4% 21.4* 
(4.9) C575) 
41L.5** 25 C3ee 
CTEa7) C225 
28.9Kke 21.7 *«« 
GhS25 CL?) 
34.2K% 20.L*** 
(2.6) (220) 
34. Gken 21.1 **« 
(222) (Gina) 
34.6* 25.6* 
(3.8) (3.4) 
28 .4eKn 19 .6%«% 
(1.4) Clea) 
37 .0*%% 23.1 «ee 
CEB) Clay) 
28.7** 23.2% 
C21) (ics) 
30.0%«« 16.2*«« 
(4.2) (2.8) 
48 Geen 39. O0«wn 
(L.8) (253) 
26.9%ee 18.Q**« 
GLe3) Ga Wer 
12.6*«s 6.2"%8 
(1.5) Cries 


y slenificant at the 


Percent 
6+ Years 

L977 1984 
20.3**« 37... *«% 
Cia2) C332) 
14. 5%«« 33.2*«0« 
Ck.2) (25) 
16.8%** 29. 5*%e 
(2.6) (2¥5) 
18.8* 28.6* 
(4.2) (4.0) 
4. Qeee 31.5 *%e 
(3.4) C233) 
20.9*** 36.5 ete 
Cha (1.4) 
16.8*«« 32.3%%« 
(2.0) (2.3) 
LL.6***« 3L.3eee 
Clas) (2G) 
9.4nne 24 .4enw 
C253) (3.4) 
23. 3*Ke Gli qwne 
(L.3) (1.8) 
15.7 *«* 33.4% 
CUEG) (1.9) 
9. L**« 24. 3%eK 
(1.4) (1.8) 
LL.7*** 34.7 *e« 
(2.9) (3.7) 
2.0**« 8. Bee 
(.5) (1.3) 
16.8*** 34. 3eKe 
CIEE) (L.4) 
46.1 *«%« 66 .B**e 
C2ad) €256) 


95% confidence Level, 
the 90Z% confidence level. 


EXHIBIT I-4 


TRENDS IN CROWDING, HOUSLKG QUALITY 


AND NEIGHBORHOOD RATINGS: 1977-1984 
laside Outside 
Los Angeles Los Angeleg 
197 1984 1977 1984 
Proportion Crowded -O93twe ~ L58**« -068**« ~ L65*«* 
(.006) (.008) (.006) (.019) 
Average Persons Per Room -672*e% 196% -624%Ke -BO0L*** 
(.009) (.014) (.014) (.033) 
Proportioa Perceived ~L25**% o L56*«« 0048 te oL59*e% 
{n Need of Repair C.007)) (.008) (.005) (.018) 
Incomplete Plumbing -OLG*t« -006*** -007 014 
(.002) (.002) (.002) (.006) 
Inadequate Heat - 108 - L100 -O31**« o LO2Z*** 
(.006) (.006) (.004) (.0L5) 
3 or More Minor Defects -O1L6***% -O70*t« -OL3**« -06L*** 
(.003) (.005) (.002) (.012) 
Nef{ghborhood Rating 
Excellent - 149 -155 - 196 2212 
(.008) (.008) (.009) (.020) 
Good -443* 424% -466* -5SLO* 
(.010) (.0L0) (.OLL) (.025) 
Faic - 320 -318 ~278** ~228** 
(.0LO) (.010) (.0L0) (.02L) 
Poor -085** -LO2** -059 049 
(.006) (.006) (.005) (.OLL) 


eee ee a ee ee 


“** Differences between 1984 and 1977 figures are statistically significant at 
the 99Z% confidence level. 


“*« Differences are statistically sigaificant at the 95% coafidence level. 


« Differences are statistically Significant at the 90% confidence level. 


is 
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EXHIBIT I-5 


SUMMARY OF 1983 BUILDING FINANCES 


Properties Units! 
Inside Outside Inside Outside 
—_ Ase LA ale LA 
Gross Income $29,840 ; $42,999 $3,262«* $4,853*« 
(4542) CE55:953) (110) (724) 
Total O&M costs 912,977 914,098 $1,418 $1,591 
(2,365) (4,359) (73) (160) 
Net Operating Income $16,863 $28,900 91,843** $3,262** 
(25 48%) (LL, 648) (108) (589) 
Total Financing Costs314 Sheed $15,448 Sige $1,707 
(1,695) (37,359) (121) (256) 
Pre-Tax Cash Flow4 $5,123 S14 306 5 550 SIg5 74 
CL, 214) (9,962) (82) (679) 


confidence level. 


a 


Unit averages were derived by weighting the unit costs of every 
Property by the number of units it contained. 


Standard errors in parentheses, 


Financing costs {nclude Payments for interest and ptincipal. They 
have been adjusted to take out the owner’s share of these expenses 
for Owner-occupied buildings. Without this adjustment, financing 
costs per unit would have been $1303 {in Los Angeles and $1722 in 
Surrounding areas, Similarly, average profit per unit would have 
been $520 and o559% respectively, 


Information on financing costs Was sometimes missing, so that pte- 
tax cash flow could not be calculated for the full sample of 
Properties. Asa result, there {is a small discrepancy between the 
reported average values of net Operating income, financing costs, 
and pre-tax cash flow. 
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Gross 
Income 
Building Size 
<6 33,010 
(n=115) (161) 
6-11 $3,294 
(n=54) (142) 
12+ Ne ees ste 
(a=40) (184) 
Utility Inclusion! 
Tenants Pay 45420 
(n=184) CES) 
Landlords Pay $2,941 
(n=24) C217) 
Date of Purchase 
Before 1978 SO as Ws 
(n=148) (148) 
After 1978 93,460 
(n=60) (170) 
Residence of Owner 
Owner Lives on v2, 742 
Property (n=51) (220) 
Owner Lives $3,342 
Elsewhere (n=157) Lee qe) 
Number of Units Owned 
By Landlord 
Under 5 $3,064 
(a=71) (193) 
5-14 Units 93,041 
(n=78) CE32) 
Over 15 Units Sh 5 37/3! 
(n=59) (156) 


EXHIBIT I-6 


$1,210 
(60) 
$1,339 
(59) 


$1,518 
(109) 


$1,410 
(69) 


$1446 
C173) 


91,229 
(82) 


$1,670 
(74) 


$1,079 
CE95) 


$1,468 
(71) 


$1265 
(82) 


$1,279 
(69) 


$1,493 
CIOL) 


EXPENSES PER UNIT By 
1983 Los ANGELES 


Net 


Operating 


Income 


$1,799 
CLS 


$1,956 
Coli? 7a) 


$1,847 
C172) 


$2,010 
(99) 


$1,505 
(159) 


$1,884 
Gia) 


$1785 
(189) 


SIe6as 
(163) 


SLS874 
(126) 


$1,799 
(190) 


$1,761 
(119) 


$1,880. 


(161) 


ee ee eS 


L. If the Landlord Pays for a 
building has been designat 
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Ll the gas and/or all 
ed “master-metered". 


Total 
Financing 
Costs 


Pre-Tax 
Cash 
Flow 


$ 776 
Gey) 


$ 608 
(210) 


$ 499 
(124) 


$ 588 
(27 


$ 480 
C102) 


oi kOe 
(95) 


-$ 1LO 
(247) 


Seen 
(249) 


$ 589 
(97) 


$ 670 
(2375 


$ 403 
(185) 


Seo 
(114) 


LMPA2 


One 
(n=15) 


Two 
(n=42) 


Three 
(n=61) 


Four 
(n= 38) 
Five 
(n=28) 
S 15x 
(n=6) 


Gross 


Lacome 
Poeddi he) 


$3,045 
(258) 


$2,702 
(155) 


$2,945 
(195) 


$3785 
(265) 


$4,502 
(345) 


Co 6p 
(321) 


EXHIBIT I-6 


(Continued) 


Ole Aaul 
O&M 
Costs 


$1,435 
(L6L) 


$1,288 
(109) 


$1,240 
(126) 


S15 613 
(137) 


$1,690 
(164) 


$1,502 
(180) 


Net 


Operating 


Income 


$1,610 
(270) 


$1,414 
C131) 


Si5705 
CL 557) 


Ply ie 
(174) 


$2,892 
(248) 


$1,850 
(463) 


ee a ee See 


ce 


LMPA was missing in 18 cases, 
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Total 


Financing 


Costs 


$1534) 
(562) 


$ 931 
(119) 


$1,058 
(170) 


$1,959 
(297) 


$1,903 
(3529 


$ 999 
(415) 


Pre-Tax 
Cash 
Flow 


$ 269 
(555) 


$ 506 
(185) 


$ 658 
(193) 


$ 200 
(208) 
$ 924 
(406) 


$ 851 
(89) 


Building Size 


EXHIBIT [=7 


FINANCIAL RATLOS BY BUILDING AND 


LANDLORD TYPE: 


Operating 
Costs/Income Costs/Income 


< 6 -40 
(n=115) (202) 
6-11 cAIL 
(n=54) C202) 
12+ A lhS 
(a=40) (03) 
Utility Inclusion! 
Tenants Pay 0.41 
(n=184) Cr02) 
Landlords Pay 0.49 
(a=24) (703) 
Date of Purchase 
Before 1978 0.39 
(a=148) (202) 
After 1978 0.48 
(n=60) (202) 
Residence of Owner 
Owner Lives on 0.40 
Property (n=51) (.06) 
Owner Lives 0.44 
Elsewhere (n=157) (03) 
Number of Units Owned 
By Landlord 
Under 5 0.41 
(n=71) (203) 
5-14 Units Ona 
(n=78) C202) 
Over 15 Units 0.44 
(n=59) (203) 
ee ee ee es 


Ll. If the Landlord pays for all 
building has been designated 
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1983 Los ANGELES 


Financing 


.39 
(.04) 


-42 
(.06) 


39 
(.04) 


0.41 
(3035 


0.36 
(.06) 


0.24 
(5039 


0.55 
(.09) 


0.54 
C208) 


0537 
(.03) 


0235 
(.06) 


0.44 
(.06) 


0.38 
C204) 


Cash 


Flow/Lncome 
ee ae ee 


26 
(2.05) 


.18 
07) 


BS 
(.04) 


Oty 
(.04) 


0.16 
(.04) 


0.36 
C303) 


=0'.06 
Og) 


0.10 
C.10)) 


0.18 
(503) 


On22 
kO7) 


Oal3 
(.06) 


On? 
(.04) 


the gas and/or all the electricity, th 
“master-metered". 


(= 


LMPAZ 


ee ae ee ON ee 
bs 


One 
(=15) 


Two 
(n=42) 


Three 
(n=61) 


Four 
(n=38) 
Five 
(a=28) 
Sah 
(n=6) 


eh L BL. f=] 


(Continued) 


Operating 
Costs/Income 
ee ees 


0.47 
(.06) 


0.48 
€<03) 


0.42 
(203) 


Oxa3 
203) 


0.38 
(.02) 


0.45 
(.09) 


LMPA was missing in 18 cases. 
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Financing 


Costs/Income 
eee tC one: 


0.44 
C18) 


0.34 
(.04) 


0.36 
(.05) 


0.52 
(.06) 


0.42 
(.08) 


0.30 
(.10) 


Cash 


Flow/Income 
Se Ee 


0.09 
Gera) 


0.19 
C07) 


029 
(.06) 


0.05 
(.06) 


Onze 
(.09) 


0.25 
(02) 


EXHIBIT I-8 
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1977-1983 TRENDS IN INCOME AND 
PER ONIT: Los ANGELES ONLY 
IOS) TFN 1983 
All Buildings 
(n=8 ) 
Gross Income $1923 931384 
C15) (145) 
O&M Expenditures 943 1283 
(63) (61) 
Net Operating Income 980 1900 
CE) (118) 
Financing Expenses 908 806 
(203) (116) 
Pre-Tax Cash Flow 79 ees 
CZ31) (155) 
Small Buildings (<5 Units) 
(n=54) 
Gross Income 1858 2992 
(141) CUSp) 
O&M Expenditures LOLL 124189) 
(106) (102) 
Net Operating Income 347 L773 
(134) (184) 
Financing Expenses 784 651 
CLI5) (120) 
Pre-Tax Cash Flow 78 L156 
(156) (228) 
Larger Buildings (6+ Units) 
(n=35) 
Gross Income 1949 3256 
(150) CLa7) 
O&M Expenditures 917 L314 
(78) (75) 
Net Operating Income 1032 1942 
(aire C167) 
Financing Expenses 973 879 
(278) (156) 
Pre=Tax Cael) Plow 82 1092 
(3159 (200) 


EXPENDITURES 


% Change 


+1309% 


+1382% 


TPZ 27 


PX Dip Le) 


BREAKDOWN OF EXPENDITURE WEICHTS 
BY UTILITY INCLUSION: LOS ANGELES ONLY 


Tenants Landlord 
All Pay Pays 


Buildings Utilities Utilities 
peal ae ME a tO ee ae 


Salaries 0.185 O.L32** 0.289*« 
(.038) (.0L0) (2063) 
Ucilities 0.224 0.209 O3254 
(.009) (.0L0) (--) 
Electricity 0.074 0.084 0.059 
(014) (20 Le) (.033) 
Gas 0. 1S 0.077 OALRT 
(.009) (.007) (--) 
Water & Sewer 0.034 0.048 ** 0.013** 
(.008) C2007) CZOT4o 
Management & Administration LO 6 19 Js 0.079 0.067 
(.009) COLE C5014) 
Parts & Supplies 0.065 0.077 «*« 0.040**« 
(.007) (.007) (.002) 
Contract Maintenance OR2 1157, 0.248 0.158 
7029) (.014) (.055) 
Taxes & Fees 0.158 O.L74**« O.L24*** 
COLL) (.009) Coun) 
Insurance 0.078 0.081 0.068 
C.002) (.004) (--) 


ithe Figuces are statisticall 
of confidence. 


“** Figures are statisticall 
of confidence. 
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y significantly different at the 95% Level 


y sienificantly different at the 99% level 


€8 


EXHIBIT I-10 


1983 EXPENDITURE VEICHTS BY BUILDIWG AWD LANDLORD trpg 
(EXCLUDING MASTER-HETERPD BUILDING) 


Building Size Residence of Ouner Date of Purchase | 


«077 »140 +132 «1346 
(.017) 


Saleries 


vtilicies | 0.166 0.2346 Cette Osten ocr 0.2468 = =0.173 
Gs O18) 


tlectricaty | 0.U46 0.076 0.102 


084 076 081 +049 | 
2013) (015) (012) (.029) 


055 079 072 
| (.012) (010) (.012) 


=~ 


oUS8 -V31 


(.010) (.007) (.033) | (.o18) (.007) (.0u7) 


N4nazepen. 


e119 - 086 -082 | 056 O82 


| 
| 
| 
water & Sever | 9.108 0.082 O.0lL | ya? -042 060 038 .026 -0O9L | 073 
| 
| 
| 
| (.031) (.019) (.032) | (.015) 


(.008) (.023) 


Perts & Supplies | 0.108 0.063 0.071 | +076 -065 +054 | «105 -U73 | 086 - 066 


| (.016) ; : : (,016) (.016) | (.017) (.007) (.008) (.o12) 


Contrece +259 2247 +238 2237 ~ 342 


0243 22469 
Malntenance | (.019) (.030) +035) -027) (.025) | 


(.035) (.069) | (.027) (.015) 


2257 Lh 
(.Ul6) (.025) 


~ 
~ 


ekes 0.150 ] .175 129 +148 189 219 232 


«b51 o212 
-013) (.039) 


(.0ua) 


a 
m~ 
: 


Chismicamcte | 0.103 0.081 V.072 | yr 096 089 061 088 


0? f 
| (.008) (005) 120 v76 | uss 


es ee v?s 
(.007) | (.013) (.010) (.009) (.005) (.012) (.016) | (.009) 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
I 
| 
| 
aS eh 12) | 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
: | 

(.005) |_ (vue) (008) | 
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APPENDIX 3 


Appendix Three explains the methodologies utilized by 
the Rent Stabilization Division staff, consultants, and 
contractors in preparing and analyzing data sources referred 
to throughout the 1984 Rental Housing Study. Methodologies 
are indicated for the following data sources; 

A. Income/Expense sources 

B. Institute of Real Estate Management (IREM) 

C. Franchise Tax Board (FTB) 
D. New Construction sources 
E 
F 


. Vacancy Rates 
- Sampling of Capital Improvement Applications 


A. INCOME/EXPENSE DATA 


Income/Expense data used in this study were derived 


from a number of sources: 


1) The Landlord Survey: A survey of 262 
Los Angeles landlords and 49 landlords in 
comparison cities conducted by HRS&A during the 


fall of 1984; 


2) The Mobile Home Survey: A survey of 15 mobile 
home park owners and 200 mobile home residents 


conducted by HRS&A during the fall of 1984; 


3) The Institute of Real Estate Management (IREM) 


annual Income/Expense Analysis reports; 


4) The Franchise Tax Board: An aggregate summary 


of rental income and expenses from the tax filings 
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of a sampling of 10,000 landlords subject to the 
Rent Stabilization Ordinance (RSO) in the City of 
Los Angeles and 100 landlords in 6 neighboring 
cities not subject to rent regulations as reported 
to the Franchise Tak Board (FTB) of the State of 
California, the state agency which collects and 
publishes annually aggregate data on various 
classes of tax filings. The income expense data 
from the FTB reported in this study was provided 
under a contract between the City of Los Angeles 


and the state of California: 


The survey methods are detailed in Appendix 2. The IREM and 


FTB data are explained below. 
B. IREM 


The Institute of Real Estate Management is a national 
professional organization of property managers. IREM 
annually publishes an Income/Expense Analysis of Apartments 
managed by IREM members, plus additional apartment data 


supplied to IREM by non-members. 


The IREM income/expense analyses include only 
properties with 12 or more units. The information is 
reported on a national basis as well as by regions and by 
metropolitan areas. IREM reports contain "linked" 
SHREDS: income/expenses in successive years for those 


properties for which IREM members have reported for four 
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consecutive years. But there are insufficient numbers of 
Such properties in individual cities for Statistically valid 
linked data for each city » SO the linked IREM year-to-year 


comparisons are available only on a national basis. 


The IREM reports by region and by area or municipality 
do not reflect the same properties from year tCovvear, 
However, to the extent that IREM membership remains 
relatively constant and that the same contributors report 
data from year to year, or that new contributors-members'! 
income/expense data reflect basically similar ratios to 
those who reported in previous years, the successive annual 
IREM reports probably indicate rather accurately the 


changing costs and cost ratios in the apartment industry. 
Building Categories 


IREM income/expense data are reported by various 
ealegories of buildings: 
a) elevator buildings 
b) low rise 12-24 units 
ec) low rise 24+ units 
d) garden apartments 


e) furnished units (also reported by type) 


IREM's annual reports list the number of properties and 
the number of units for each category of building (see 


Exhibits 3.3. “and 3.8.2), Sinee the primary purpose of the 
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, 28) 
» 


Evchepie bese Die 


Los Angeles IREM Income/Expense Details 
(Elevator —Butidanegss loweRise 12-24 Units), 1984 


UNFURNISHED 
BUILDINGS 


INCOME 
RENTS-APARTMENTS 
RENTS-GARAGE/PARK ING 
RENTS-STORES/OFFICES 
GROSS POSSIBLE RENTS 


VACANCIES/RENT LOSS 
TOTAL RENTS COLLECTED 


OTHER INCCME 


GROSS _POSSIBLE_INCOME 
TOTAL COLLECTIONS 


EXPEWSES 
MANAGEMENT FEE 


OTHER ADMINISTRIVE. #8 
SUBTOTAL ADMINIST.s 


SUPPLIES 
WEATING FUEL-CA ONLY®* 
, CA & APTS.# 
ELECTRICITY--CA ONLY? 
CA & APTS.*# 
WATER/SEWER--CA ONLY® 
CA & APTS.# 


CA 6 APTS.# 
BUILOING SERVICES 
OTHER OPERATING 
SUBTOTAL OPERATING 


aanannmnaeann2nanan 


SECURITY*# 

GROUNDS MAINTENANCE** 
MATNTENANCE-REPAIRS 
PAINT ING/DECORAT ING *# 
SUBTOTAL _NALNTENANCE 


REAL ESTATE TAXES 
OTHER TAX/FEE/PERMIT 
INSURANCE 


SUBTOTAL 1AX-INSURNCE 


RECREATNL/AMENITIES #4 
OTHER PAYROLL#* 


=a a = 


JOIAL_ALL_EXPENSES 
NET OPERATING INCOME 


PAYROLL RECAPS 


(See EXHIBITS 3-16 and 3-17 in RENT STABILIZATION: 


for weighted IREM data.) 


LOS ANGELES, CA 
17 BUILDINGS 


2 OF GPT! 

MEC LCw MEC 
99.2% $8.32 99.4% 7.18 
h.2 -C8 
34 02 
99-3% 96.5% 569.4% 7.18 


222 
6.61 


26 1.1 -06 
100.0% 100.0% 7.30 


24.52% 
53.12% 


31.2% 
48.62% 


LGW 
€.12 
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1,936 APARTMENTS 
1,368,416 RENTABLE SQUARE FEET 


----$/SC.FT.---- 


HIGH 
6.17 


ee en ee 


=~ a= ae 


LOW RISE—12 TO 24 UNITS 


LOS ANGELES, CA 


91 BUILDINGS 1,601 APARTMENTS 
1+241,389 RENTABLE SQUARE FEET 


% OF GPTI ----$/SQ.FT.---- 

MED LOW, MED tOW HIGH 

99.8% 99.4% 100.02 6.41 5.33 7.30 
74 -04 


99.8% 99.4% 100.02 


IMPACTS AND ALTERNATI VES 


PROEB DE 3. Bs 2 


Los Angeles IREM Income/Expense Details 
(Low Rise 25 or more Units, Garden Type Buildings), 1984 


UNFURNISHED 


LOS ANGELES, 
BUILDINGS 


CA LGS ANGELES, CA 


63 BUILDINGS 29913 APARTMENTS 


70 BUILDINGS 51442 APARTMENTS 
293174422 RENTABLE SQUARE FEET 


4,681,883 RENTABLE SQUARE FEET 


BLOGS. ----- 2 OF GPT I------ ----$/SQ.FT.---- WEST iecreer) lenge Siege SO xT s=Po= 

INCOME MED LOW HIGH MED LOW HIGH MEC LCW HIGH MEO LOW HIGH 

RENTS-APARTMENTS { 63) 99.3% 98.5% 99.8% 6.35 5.51 7.16 ( 10) 98.6% 97.6% §$9.5% 5.92 5.18 6.90 

RENTS-GARAGE/PARKING Bq 6) 1.0 06 (16) 1.5 -6 2-1 206.2 203, -sf'0 
RENTS-STORES/OFFICES [ff ¢ ¢ By .5 .C4 

GROSS POSSIBLE RENTS [Hh ¢ 99.3% 96.8% 99.8% 6.35 5.51 7.16 ( 70) 99.0% 98.48 55.6% 5.99 5.18 6.90 


VACANCTIES/RENT LOSS 
TOTAL RENTS COLLECTED 


-28 212 46 
( 70) 94.5 91.4 97.4 SiO Deets Oe ee 85 


OTHER INCCME 


GROSS POSSIBLE_1NCOME 
TUTAL COLLECTIONS 


-8 2-1 -C8 05 212 
( 70) 100.0% 100.0% 100.0% 6.04 5.20 6.57 
( 79) $6.2 $325 98.8 5-66 4.88 6.91 


EXPENSES 
MANAGEMENT FEE 
OTHER AOMINI STRTVE.*# 


SUBTOTAL _AOMINIST. 


SUPPLIES ( 57) -6 3 1.3 -04 .02 .09 ( 57) -? ol 1-0 “C2 
HEATING FUEL-CA ONLY* B( 4) 1.8 “18 ( 7) ew -08 
CA & APTS.* M( 15) Det 103 a2 as) of ake op 2.6 715 
ELECTRICITY--CA ONLY* B47) 2.0 1.3 2.4 7-120 08) 615 ee 1.2 2S 1.8 07 
CA & APTS.* BC to) 5.6 2.1 5.9 239) Sera P50 543 (13) 5-3 “9 9-1 +27 
WATER/SEWER--CA ONLY* BC 3 4) 2.1 SG (ih) De 213 
CA & APTS.* Bt 59) 1.9 1.1 2.5 ete -OT -18 (67) 1.6 1.1 2.3 -10 
~--------- ( 38) 2.1 ilete 2.9 M2 60 sat C34) 2-6 ot 3-8 aa 

CA & APTS.* Bt 19) Ast 2.0 3.5 Sn) aril 23 ( 20) 2.6 2-0 3.3 214 

BUILDING SERVICES { 50) 1.0 at 1.4 -06 -04 .09 24) 1.5 “9 2-1 -09 
OTHER OPERATING ( 28) 4 si 1.5 02 9.00) 08 (45) 74 1 1.0 -02 
SUBTOIAL_GPERATING ( 63) 8-52 6.9% 11.4% .54 1.462 2.78 ON) 726% 5.32 11.72 £50 


SECURITY *¢# ( 9) AP) -01 ( 14) -6 ae -8 -04 -O1 205 
GROUNDS MAINTENANCE** B61) 8 °5 1.3 -06 .03 .08 ( 67) 1.4 1.0 2-6 -CS 606 615 
MAINT ENANCE-REPAIRS ( 62) 5.0 2.5 7.3 231 19° £46 (69) 5-2 3-5 1.9 «21 221 °48 
PAINTING/CECORATING#* B 62) Ziel 1.6 4.4 -17 SN) BP ( 69) 2-3 1.5 4.3 -14 -08 8.27 
SUBIOIAL_MAINIENAACE ( 63) 9.2% 6.0% 21.82 .60 .38 .75 ro 10-42 7-18 15.08 .61 243 184 


REAL ESTATE TAXES 


( 63) 4.1 305 545 27; 4523) 638 eae oe oe Bus ES 
OTHER TAX/FEE/PERMIT ( 53) el ai! a2 -01 -O1 ( 54) <2 1 +3 -Ol = .00 8.02 
INSURANCE ( 63) 1.6 lol 251 SQ sor ( 70) 1.5 1.1 2.1 WU acl ofl) 
SUBTOTAL_IAX-INSURNCE (63) 6.2% 5.1% 7.8% 4) .3l ( 70) 6.62 5.2% Ab | -38 -30 346 


RECREATAL/AMENITIES** 
OTHER PAYROLL ** 


TOTAL_ALL_ExXPENSES 
NET _OPERAIING INCOME 


58.8% 


PAYROLL RECAP** 


44 


(See EXHIBITS 3-16 and 3-17 in RENT STABILIZATION: IMPACTS AND 
for weighted IREM data.) 


ALTERNATIVES 
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IREM data is to enable property managers to compare the 
efficiency of their operating expenses in relation to the 
industry, the data are reported out as a percentage of Gross 
Possible Total Income (GPTI). GPTI is indicated in two 
forms, 1) as 100.00% against which all other data elements 
are some proportion of 100%, and 2) in dollars per square 
foot of rentable space. The aggregating of the data in 
these two standard categories enables operators of varying 
Size buildings to compare their operating costs, both as 
percentages of GPTI and in terms of dollars per square foot, 
to the IREM median, low and high quartile figures 
irrespective of differences among the reporting members with 
respect to building size, actual income received and 
expenses incurred. The data reported in dollars per square 
foot enables year to year comparisons as costs vary 


according to inflation. 


Thus, while 10- 7s possible to utilize PREMydatawsor 
comparison from one year to another, or for comparisons 
between cities, caution must be exercized. In addition to 
the constantly changing IREM membership, which changes 
properties being reported from year to year, the LREM 
categories for cities do not necessarily match conventional 
geographical boundaries. For example, IREM includes under 
its Los Angeles category properties located throughout the 
greater Los Angeles area, including properties located in 


unincorporated portions of Los Angeles County as well as in 
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nearby cities like Beverly Hills, Palos Verdes, or 

Santa Monica, some of which have rent regulation and some 
which do not. IREM data cannot distinguish between 
properties that are under rent regulation and those that are 
excluded from regulation, or properties where some of the 


units are subject to rent regulation and others are not. 


To some extent, the reports of the various types 
of properties reported in the annual IREM income/expense 
analyses can be aggregated by area (Los Angeles) and 
weighted to approximate gross property expenses (as was done 
in the HRS&A sections of the study). But such restructured 
data can only approximate the actual rental housing market 
in an area. Despite these limitations, IREM data are 
commonly used as a general indicator of landlord costs and 
income/expense ratios throughout the country, and absent any 
proof to the contrary, IREM data probably reflect more or 
less accurately changes in profitability of all landlords 
from year to year. The landlord survey results and the FTB 
data complement the IREM data which has been until now the 
only publicly available source of information on cost 
changes in the rental housing industry in the Los Angeles 


areé€a. 


on 


C. FRANCHISE TAX BOARD (FTB) 


The Franchise Tax Board of the State of California is 
the state agency responsible for the collection of personal, 
partnership and corporation taxes in California. Its 
function is similar to that of the Federal Internal Revenue 
Service (IRS). The FTB uses forms similar to those used by 
the IRS. In many instances tax filers are permitted to use 
the federal forms for reporting taxable California income. 
Among the forms acceptable to the FTB is Schedule E, the 


form used by the IRS for reporting income and expenses of 


rentaleproperty (Exhibit 3.C.toe 


Since the IREM data, as indicated above, has inherent 
limitations for examining landlord income and expenses with 
respect to properties in Los Angeles subject to rent 
regulation, and since the FTB regularly provides published 
aggregate data on various categories of tax filings, CDD 
contacted the FTB to determine the feasibility of having the 
FTB provide the City with aggregate data on properties in 


the City of Los Angeles which are subject to the RSO. 
Test. of 100 Los Angeles Landlords 


A test was conducted in the spring of 1984 by the FTB, 
using the City's rent registration file, which had been 


Supplied to the FTB after approval by the members of the 
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Schedule E Form 


Supplemental Income Schedule 


SCHEDULE E OMB No. 1545-0074 

(Form 1040) 

Department of the Treasury (From rents and royalties, partnerships, estates, and trusts, etc.) al @) 8 3 
b> See Instructions for Schedule E (Form 1040). 12 


Internal Revenue Service (9) ® Attach to Form 1040. 


Name(s) as shown on Form 1040 Your social security number 


PART |.—Rent and Royalty Income or Loss 


1 Are any of the expenses listed below fora vacation home or other recreational unit (see Instructions)? . . . . . . O Yes No 
2 If you checked ‘‘Yes’’ to question 1, did you or a member of your family occupy the vacation home or other recreational 
unit for more than the greater of 14 days or 10% of the total days rented at fair rental value during the tax yeara—. e- asVestaliNo 
Description of Properties (Show kind and location for each) 
POET Aen neneeeee ee seneeceeeetoeeeeseeacceeutssesasnsesesieeesss sees ee 
POPCMY Be ease eeenn ses eeeeeeeneeteneeeeececeeenenececesusneenmmennevessls oni ese lll 
Property C 
Properties Totals 
Rental and Royalty Income A B c (Add columns A, B, and C) 
3 a Rents received . 
b_ Royalties received . d 
Rental and Royalty Expenses SSS 
4 Advertising SS 
5 Auto and travel ————————— 
6 Cleaning and maintenance = 
7 Commissions. = 
8 Insurance . SS 
9 Interest a : ; —— 
10 Legal and other professional fees SS 
11 Repairs ————— 
12 Supplies : ; ; own as 32 —— SSS 
13 Taxes (Do not inciude Windfall Profit Tax = 
here. See Part lil, line 37.) ee eee a3] He solely Lil SSS 
14 Utilities 2. | ae ae es | SS 
15 Wagesandsaiaries» .  . . . . , [15 | — ees == 
16 Other (lst) Poo i a SS 
SSO coer cy ko Pots rt nA ee ee WE WR = * —t | SS 
oveteere a a ~ + ————_ 
ae en ae | : ———_—————— 
ee ea lesa - | 6D) 
CR Nee etn Bae Ree Ae aes SAGE Ln Wa ie jos =} | 
SSB Gs nen eS ae AOL Sea INAS Ae = =! — —! ‘z = 
Salat a Cd re ks Pech A AO — —! = 
reeset ctacenttnttee ++—_+ oo 
Sg aa Ta a eo ESR EET CC VE I Be Oa nt == ——. 2 
te je ae Si 
17 Total expenses other than depreciation and 
depletion. Add lines 4 through 16 : Lt? | fee — 
18 Depreciation expense (see Instructions), 
or depletion : ; 18 | pee Ae tlhe fe 
eve ho Mf —= == 
19 Total, Add lines 17 and 18 19 | { 3 ae a = 
20 Income or (loss) from rental or royalty | | | | —— 
properties. Subtract line 19 from line 3a ne | | | | = = 
(rents) or 3b (royalties) : ea 1 | ae ————= 
21 Add properties with profits on line 20, and write the total profits here : 21 | 
22 Add properties with losses on line 20, and write the total (losses) here ; 22 | ( } 
23 Combine amounts on lines 21 and 22, and write the net profit or (loss) here . ne ae , | 23 i 
24 Net farm rental profit or (loss) from Form 4835, line 49 .# | 24 | =i 
25 Total rental or royalty income or (loss). Combine amounts on lines 23 and 24, and write the total here. If i | 
Parts ll, Ill, nd IV on page 2 do not apply to you, write the amount from line 25 on Form 1040, line 18 1 | 
Otherwise. include the amount in line 39 on page 2 of ScheduleE 25) | 


Schedule E (Form 1040) 1983 


For Paperwork Reduction Act Notice, see Form 1040 Instructions. +X US. GOVERNMENT PRINTING CFFICE- 10 15-045st8z0 
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Governmental operat tens Committee of the Los Angeles City 
Council. FTB randomly chose 100 properties from the 
registration file. The identities of the individual tax 
filers were not made known to the City, in keeping with 
established FTB practices. The test of 100 properties 
indicated that about one-half the owners had filed either a 
federal form Schedule E or a comparable Schedule E worksheet 
indicating income and expense data on rental properties, as 


required by both federal and state law (Exhipitecme = 


Since properties owned by partnerships and corporations 
usually have consolidated tax returns, there appeared little 
possibility of obtaining income and expense data on 
individual properties owned corporately or in partnership. 
Theoretically this means the bulk of properties obtainable 
from the FTB probably over-represents smaller properties, as 
most larger rental properties are, presumably, owned by 


corporations and partnerships. 


The Department recommended, and the Council and the 
Mayor approved, an expanded examination of RSO properties by 
the FTB. Such an analysis would provide extensive data on 
the operating costs of smaller properties, data not 
obtainable from IREM annual reports. One of the contentions 
of parties testifying at public hearings held by the RAC and 
the Council was that smaller landlords, not having the 


economies of scale available to large apartment complexes, 
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TIN! 


Rents received 
Advertising 

Auto and travel 
Clean and maintain 
Commissions 
Insurance 

Interest 


Legal and Other 
Professional Fees 


Repairs 

Supplies 

Taxes 

Utilities 

Wages and salaries 
Other 


Total expenses 


Depreciation expense 


or depletion 


Total 


ESHEBIT- 330.2 


Results of FTB Test 


TOTAL 
$450) 217 


Oo 


15,642 
181,096 


L566 


34,625 
851095 


32,340 


346,223 


124,709 


$470,932 


*Too few responses to determine. 


AVERAGE 
(Mean) 

995187 Si e597) 
99 65 
DSP 165 
768 458 

745 * 
364 278 
55488) 457109 
224 196 
962 881 
281 238 
Hibs) 567 
Dyes; 404 

aX eee 
Shy AS VPA0) 
Wes ETh 5,463 
Zac alll eas 
SIUC sites SE}. 3} 3 


**4No returns found with costs in this area. 
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(Median) Low 1/4 


$4,596 


41 


Sj (O)ILaL 


859 


$4,106 


High 3/4 


$13,950 
102 


461 


S135 495 


# OF 
PROP. 


46 


10 


had considerably higher expense-to-income ratios. Precisely 
because of the size bias inherent in the FTB Lest. With wie 
a larger proportion of smaller landlords than is found in 
the total registered universe, CDD anticipated the FTB data 
would fill the gap in the City's knowledge about income and 


expenses of smaller landvcras- 


The Department felt that through these multiple sources 
(the landlord surveys, the FTB data, IREM, and the CPI) the 
City could obtain an accurate picture of changing income and 
expenses in the apartment and mobile home park industries in 
the City of Los Angeles as had been mandated by the Council 


action in 1983. 
Sampling 10,000 Properties 


since FIB files sare ‘stored ‘by the filer’ smscema: 
security number, the FTB believed the pulling of the tax 
files could be expedited if this task could be done by 
computer rather than by hand. This computerized pulling 
required the tax filer's social security number. Although 
the City does not have access to the social security numbers 
of property owners, the Los Angeles County Assessor's files 
do contain a social security number for the purpose of 
establishing the homeowner's exemption under California law. 
This portion of the Assessor's file containing the social 
security number 1s not available to the City, but the FTB 


has legal access through the State Board of Equalization, 
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FTB Sampling Matrix by Registered Properties 


| LEP COD He BUILDING SIZE TOTAL | 
| | 2-5 i O=elele 12+ } 
erat is hee a 3906 Sli 338 5639 | 
|! COMPAS 22 | | 9331 Ne esa 925 | 13846 
|. LMP AS i 7186 { 3490 poe elon omen Rey 
| LMPA-4¥ He canoe AS) 1 vets | 26008 9312 
MP Aes b 3960" “4 S2ze8 1181 7884 
|  LMPA 6 | 2099 509 221 3016 
FO a [S2OU7 2 = aniines | 8432 ees (2K 
source: Rent Stabilization Registration 2 wie 


EXHIBIT 326.4 


FTB Sampling Matrix by Distribution of Owners 


fe LEGO aa, BUILDING SIZE > ROTA 
2-5 i 6-11 12+ 
jPeEMP ALS 910 | Bai fg | 1396 | 
i LMPA 2 Poe On ae lest 633 5354 
7 COSLEMPAY 3 ; eese00 i. 2360 | 2264 8044 
| LMPA 4 1845 | 1909 i eS 5887 
p OreMPIe Ss ; 2200 1930 900 5030 
| LMPA 6 eeu = | 298 122 eeaioe 
i TOPAL | 12622 | 8155 er mnoer | 260988 
Source: Los Anceles County Assessors File 
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another state agency. Since the City has on computer tape 
both the RSO registration file and the Assessor's tax 
records for the City of Los Angeles, the two tapes were run 
and matched for addresses. From this address match CDD 
provided the FTB with the 26,966 properties where the 
landlord had filed a homeowner's exemption at the address 
where the property owner lived and where the property could 
be identified as being in one of the six geographic areas 
(LMPA) being used in the 1984 Rental Housing Study (Exhibits 
Si eed) (ieee) 


Potential Sampling Bias 


The RSD registration tape had several known minor 
biases. Only property owners whose mailing addresses are in 
the City of Los Angeles were included. This exclusion 
affected approximately 30% of the property owners whose 
mailing addresses are outside the City of Los Angeles. The 
Department believes any potential bias is insignificant, for 
there is no particular reason to believe that the home 
address of an owner living outside the City would skew the 
expense data of properties located inside the City. The 
only exception appears to be those properties where the 
landlord lives on the premises. A comparison of the FTB 
sample with the proportionate distribution of the 70,000 
properties in the registration universe does indicate a 
minor bias in LMPA 2 where properties were oversampled and 


LMPA 4 where they were undersampled. However, when the 
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city-wide data were reweighted to correct for the sampling 
errors, the difference between the weighted and unweighted 
Samples proved to be .002 percent, an amount that made it 


unnecessary to reweight the FTB report on a city-wide basis. 
Other Bias 


In conducting the aggregating of the 10,000 properties 
included in the FTB sample, there are possible biases which 
cannot be adjusted since the nature and extent of the bias 


cannot be determined. These biases include: 


a) the fact that only 50% of the owners of record in 
the Assessor's list filed a single or joint) return 

b) the unknown percentage of such listed owners who may 
Own the property as a corporation or in some form of 
partnership; 

ec) the bias that may exist between those who report 


rental income on their tax returns and those who do not. 
FTB Averages 


The FTB reported to the City aggregate income and 
expense information for the calendar year 1983. The data 
are reported by building size (2-5, 6-11, and 12+ units) and 
by the 6 LMPAs. For tax filers using Schedute te pethesbie 
report aggregates total income from line 3a, and each of the 
expense lines 4-17. Line 18 is the total expense including 
interest. Line 19 is the line for depreciation and line 20 


the income less all expenses including depreciation. To 


ee) 


- BF? oe: > 


en TUM i @ , 
P$aiteio & ®zn An 
—-— 
: tt seit Se: 1G. 4- 


aa GY sidhtei ses, 


bring the tax-reported data into conmformity with IREM 
reporting standards, the FTB data must be recalculated to 
remove interest as an operating expense. This provides the 
Net Operating Expense NOE (income less all operating 
expenses excluding intercon The FTB data has aggregate 
city-wide data and aggregates for each of the Schedule E 
lines. In addition, there are averages, medians, and high 
and low quartiles for each of the Schedule E lines (Exhibit 


Sic ue 
Reconstituted Averages 


An additional calculation has been made by the City. 
The aggregate amounts of each Schedule E line have been 
divided by the total number of properties reporting. This 
provides an overall average for each line, in contrast to 
the average of only those reporting income or expenses. For 
example, a few landlords in the sample had no income. Thus 
the average income for all reporting properties will be an 
amount somewhat less than the average income of those 
reporting income. The same is true of each of the Schedule 
E lines. In some instances only a few landlords reported 
expenses in one of these categories. The line-item average 
presents an unrealstic picture compared to the true average 
derived from all reporting properties. In making the 
comparison of FTB data to the 1984 Landlord Survey, HRS&A 


calculated NOE using averages adjusted in this manner. The 
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EX IbL Dad 63.6.6 .5 


FTB Citywide Results from Schedule E Forms 


ALL OF THE FIGURES REPRESENT LOS ANGELES REGISTERED PROPERTIES FOR 1984 
LISTED ON FEDERAL FORM ATTACHMENT 'E* AS FILED WITH THE FRANCHISE TAX 
BOARD FOR THE CALENDAR YEAR 1983 


LINE AGGREGATE LOW HIGH NUMBER OF 
NUMBER TOTAL AVERAGE MEDIAN QUARTILE QUARTILE PROPERTIES 
3A $ 32,719,686 $ 20,787 $ 12,487 $ 6,210 $ 24,576 1,574 
04 $ 935. 205 ats (Gey OS 80 6$ 32° 5s 193 421 
05 $ 334,950 $ 4239S 205 a> 98 $ 438 Ue! 
06 $ 662,287 $ 709 $ 401 $ 178 $ 770 933 
07 $ LZ oD LES 1,040 $ 469 $ 163 $ 1,208 108 
08 $ 1,017,234 $ 690 $ 479 $ 212s 792 1,474 
09 $ 11,518,647 $ 10,275 $ Cr TArAay 1,467 $ 11,424 Dh ka 
10 $ 323,200 $ 570) $ 1507 eS 62 $ 465 567 
iil $ 2,167,400 $ 1,813 $ 948 $ 360 $ 2,107 1,195 
Le $ 426,864 $ 562 $ 249 $ 96 $ 641 459 
is $ 2,234,130 $ 1,469 $ 818 $ 441 $ 1,593 1,520 
14 $ 2,498,723 $ 1,663 $ 696 $ ZUG) 1,989 1,472 
15 $ 184,302 $ 1,428 $ 905 $ 297 $ 1,920 129 
16 $ 3,827,449 $ 2,609 $ 1,302 $ 455 $ Sy t7Y) 1,467 
17 $ 25,351,442 $ 15,994 $ 8,488 $ 4,029 $ 17,392 1,585 
18 $ 6,556,370 $ 4,540 $ 2,471 $ 1,094 $ 4,872 1,444 
i) $ 31,908,145 $ 20,118 $ 10,708 $ 5,162 $ 21,941 1,586 


EAN T BIT 3Cs6 


FTB Citywide Results from Worksheets 


ALL OF THE FIGURES REPRESENT LOS ANGELES REGISTERED PROPERTIES FOR 1984 
LISTED ON THE SCHEDULE 'E" WORKSHEET AS FILED WITH THE FRANCHISE TAX 
BOARD FOR THE CALENDAR YEAR 1983 


LINE AGGREGATE LOW HIGH NUMBER OF 
NUMBER TOTAL AVERAGE MEDIAN QUARTILE QUARTILE PROPERTIES 
3A $ 60,159,550 $ (ll nities 15,828 $ 7,966 $ 30,240 2,170 
09 $ 19,058,073 $ 12,108 $ 5,340 $ 1,632 $ 13,752 1,574 
16 $ 24,378,374 $ Ital aes) 9S 6,276 $ 3,267 $ 11,966 2,169 
18 $ 10,791,491 $ 5,439 $ 2,807 $ 1,241 $ 5,708 1,984 
19 $ 54,227,938 $ 24,886 $ 12,859 $ 6,136 $ 26,844 2,179 


SOtuaece:: Grate ior Galivrornue @renchise vax Board 
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FTB Citywide Results from Schedule E Filings - 
By Building Size 


ALL OF THE FIGURES REPRESENT LOS ANGELES REGISTERED PROPERTIES FOR 1984 
LISTED ON FEDERAL FORM ATTACHMENT 'E" AS FILED WITH THE FRANCHISE TAX 
BOARD FOR THE CALENDAR YEAR 1983 


LINE AGGREGATE LOW HIGH NUMBER OF 
NUMBER TOTAL AVERAGE MEDIAN QUARTILE QUARTILE PROPERTIES 
3A $ 9,145,875 §$ 9,876 $ per Si 4,069 §$ 12,004 926 
04 $ als 1120S 59 $ 26 $ 127; 147 
05 $ 105,988 $ 246 $ 145 $ 66 $ 309 430 
06 $ 189,393 $ 418 $ Pisih 135 $ 520 453 
07 $ 24,637 $ 665 $ 300 $ 1204S 500 37 
08 $ 362,354 $ 418 $ S1Guaes 207 $ 485 865 
09 $ 3,678,052 $ 5,980 $ niie 998 $ 6,827 615 
10 $ 126,318 $ 451 $ 83 6S 44 $ 214 280 
ll $ 863,816 $ 1259 ees 739 §$ 282s 1,490 686 
12 $ 123,933 S$ 341 $ ssh 64 § 416 363 
13 $ (sapiley & ie « 513 $ 5266S 830 883 
14 $ 478,837 $ 567 $ 5220nS 191 $ 624 844 
15 $ 14,009 $ Gilzaes 300 $ 180 $ 495 34 
16 SS hari Gs) < 1,456 $ 809 $ 294 $ 1,764 838 
a7 $ 7,940,959 § i, Si, Ss 5,013 $ 2,855 $ 9,422 933 
18 $9525064 2598S 2,496 $ 1 4e 5s 760 $ 2,917 827 
19 $ 10,005,451 $ Wari S 6,448 $ 3,697 $ 12,087 934 
BUILDING SIZE = 6 - 11 UNITS 
3A $ 11,709,556 $ 25,236 $ 22RG IES 15,085 $ 31,583 464 
04 $ Sposa,  S 183 $ gl $ et EG 186 185 
05 $ 1SB,G72 6 518 $ 289 $ 146 $ 558 267 
06 $ 248,648 $ OS 500 $ 250 $ 849 344 
07 $ 47,809 $ 1,062 $ 581 $ 180 $ 1,440 45 
08 $ 355,130 $ Bile 5 658 $ 510 $ 396 437 
09 3 SOG 3S 9,465 $ 6,600 $ Dye S 13,610 347 
10 $ 82,097 $ 461 $ 207 $ 95 $ 487 178 
ll $ 661,739 §$ 1,803 $ IpA00 < 490 $ 2,356 367 
12 $ 148,464 $ 553 $ 52500 105 $ 654 268 
13 $ 732,380 $ Ine Lisson -& 861 $ 1,982 454 
14 $ 862,411 $ 1920S 1,568 $ 917 $ 2,600 449 
15 $ 60,308 $ Lila ES oS 295 $ 1,500 53 
16 S i.e ,@s S 3,056 §$ oss s 964 $ 3,868 449 
17 S 028 G6R & U7 Ss 14,033 $ Spang ~ S 22,249 467 
18 SB ZnWey car S 4,800 $ 3,516 $ Dp 5,656 437 
19 $ 10,126,609 $ 21,684 $ Wa S MOA, 28,017 467 

BUILDING SIZE = 12+ UNITS 
3A $ 11,864,255 §$ 64,479 §$ Bn, 34,709 $ 77,896 184 
04 $ 42,238 $ 474 $ ws SS 7 Ss 435 89 
05 $ 90,390 $ 961 $ 445 $ 220 $ 1,025 94 
06 $ 224,246 $ 1,648 $ 847 $ KG € 1,847 136 
07 $ 39,905 $ 1,534 $ Gee ¢ 308 $ 2,954 26 
08 $ 299,750 $ 1 7426S 1,454 $ 958 $ Dal 172 
09 $ 4,555,938 §$ 28,653 $ 18,868 $ pons © 37,162 159 
10 $ PMGe 85 eS 1,053 $ 400 $ 150 $ 1,049 109 
11 $ 641,845 $ 4,520 $ A MER SS plies OS 5,604 142 
12 $ 154,467 §$ T2068 S 805 $ 2500S 1,519 128 
13 $ WAGONS © 4,189 $ Ape, © 17356) 1S 5,259 183 
14 5S ili ars © Spier 5,406 $ Spee & 8,200 179 
15 $ 109,985 $ Ariailts © 2S ies Tosco. s 3,600 42 
16 S254, 185m 6,856 $ 4,999 $ 2,445 $ 9,134 180 
17 8 hesu,aae s 50,712 $ 37,704 $ ME HOR SS 64,633 185 
18 S Dsante S IH, S01 & 8,070 $ 4,356 $ 15,190 180 
19 S jilavvOnss < 63,654 §$ 45,684 $ 26,000 $ 76,483 185 


Source: State Of Calirormia Franchise Tax Board 
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FTB Citywide Results from Worksheets - 
By Building Size 


ALL OF THE FIGURES REPRESENT LOS ANGELES REGISTERED PROPERTIES FOR 1984 
LISTED ON THE SCHEDULE "E" WORKSHEET AS FILED WITH THE FRANCHISE TAX 
BOARD FOR THE CALENDAR YEAR 1983 


LINE AGGREGATE LOW HIGH NUMBER OF 
blag da TOTAL AVERAGE MEDIAN QUARTILE QUARTILE PROPERTIES 
3A $ 12,807,624 $ abel 8,842 $ 5,400 $ 13,340 I 52 
09 $ 4,300,261 $ 5,628 $ 3,556 $ 1,089 $ 8,374 764 
16 $ 5,691,658 $ 4,944 $ 3,782 $ 2,233 $ S19 Ebel 
18 $ 2,620,804 $ 2,542 $ 1,668 $ 810 $ 3,158 1,031 
ake) 3 12,612,725.-19 TOs 90s 7,368 $ 4,108 $ 13,597 1,157 


BUILDING SIZE = 6 - 11 UNITS 


ALL OF THE FIGURES REPRESENT LOS ANGELES REGISTERED PROPERTIES FOR 1984 
LISTED ON THE SCHEDULE 'E' WORKSHEET AS FILED WITH THE FRANCHISE TAX 
BOARD FOR THE CALENDAR YEAR 1983 


LINE AGGREGATE LOW HIGH NUMBER OF 
NUMBER TOTAL AVERAGE MEDIAN QUARTILE QUARTILE PROPERTIES 


3A c? JIZPE TRS 6 27,349 $ 24,368 $ 17,457 $ 33,274 649 
09 $ 4,468,763 $ eve 5,701 $ 1,306 $ 13,582 490 
16 $ 6,997,708 $ 10,798 $ Sy DRAA SS SS 6,359 $ 13,101 648 
18 $ 2,738,580 $ 4,564 $ 3,439 $ 2,026 $ 5,834 600 
19 $ 14,205,051 $ 21,820 $ LTO SS) = 10,368 $ 29,196 651 


BUILDING SIZE = 12+ UNITS 


ALL OF THE FIGURES REPRESENT LOS ANGELES REGISTERED PROPERTIES FOR 1984 
LISTED ON THE SCHEDULE 'E' WORKSHEET AS FILED WITH THE FRANCHISE TAX 
BOARD FOR THE CALENDAR YEAR 1983 


LINE AGGREGATE LOW HIGH NUMBER OF 
NUMBER TOTAL AVERAGE MEDIAN QUARTILE QUARTILE PROPERTIES 
3A $ 29,601,820 $ 80,221 $ 60,624 $ 37,310 $ 103,465 369 
09 $ 10,289,049 $ 32,155) > 20,191 $ 6,665 $ 41,043 320 
16 $ 11,689,008 $ spl oil 7S 23,150 $ 14,122 $ 38,561 370 
18 et Sp sin tle oS 15,388 $ 9755. 4,372 $ 17,665 353 
19 $ 27,410,164 $ 73,881 $ 49,225 $ 26,592 $ 90,544 371 


Source: Starevol Cal tLorniaserancnisce Taxsboand 


TORS: 


results are contained in Exhibit 3.19 of Impacts and 


Alternatives volume. 


The same system was applied to the tax returns where a 
worksheet was used rather than the federal form Schedule E 
(Exhibit 3.C.6). However, in the case of worksheets there 
are no standard lines for individual entries. Therefore the 
City asked the FTB to report only total income, interest 
paid, all other expenses (NOE), NOE less interest, 
depreciation, and income less all expenses including 
depreciation. _The FTB report lists city-wide aggregates; 
averages; median, high and low quartiles and these same 
categories by LMPA. The City has also combined the total 
from the Schedule E reports and the worksheet reports to 
give an overall view of landlords reporting irrespective of 


the form on which the data are located. 


Since tax filers are not required to list the number 
of units in their property, the building-size comparisons 
were made by cross tabulating the tax file with the City's 


registration file. 


dD: NEW CONSTRUCTION 


Building Activity 


The new construction analysis focuses on unsubsidized 
multi-family rental production. Data was obtained from 


local Building Departments in order to determine the total 
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number of multi-family permits issued in each city during 
the period of 1974 - 1984. Within the multi-family 
classification data is broken down into subclassifications 
of duplexes, apartments, and condominiums. The permit files 
however, do not indicate rae portion of the rental units 
are subsidized, either through mortgage revenue bonds or HUD 
programs, such as Section 8. Condominiums also require some 
special consideration the major issues in this analysis in 


reference to condominiums are discussed below. 


Data was obtained from a variety of sources in order to 
determine what portion of multi-family permits were 
Subsidized apartments, unsubsidized apartments, and 
condominiums. The data reported reflects the year the 


permit was issued (Exhibit 3.D.1! and 3.D.2). 


Subsidized Construction 


The Inventory of Subsidized Housing, by the Southern 


California Association of Governments (SCAG) was used as a 
resource document for identifying assisted housing 
developments in each city. This Inventory lists all rental 
developments assisted under past and current HUD rental 
housing programs that were built through October 1982. The 
Los Angeles Area Office of the Department of Housing and 
Urban Development provided supplementary data used to update 
this Inventory through 1984. By cross matching the 


addresses from the Inventory to the permit file, subsidized 
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EXDEB IT} 3 5D". 


New Multi-Family Building Permit Activity, 
1974-1984, By City 


LOS ANGELES 
TOTALS SUBSIDIZED UNSUBSIDIZED CONDOS 


1974 6855 394 5969 Bags 
Lo7S 5081 244 Ley fal 1085 
1976 10298 898 8035 1465 
Loe 7 11806 Tied 7568 3443 
1973 LesGy, 1495 5476 4336 
i979 Peek) TO sc S105 
1980 8877 476 2491 Ser Le 
19eT 6878 1055 1843 3980 
19782 4493 1621 1607 sete 
1983 8201 2559 4355 1289 
1984 12103 1465 9498 1140 
TOTAL 96949 11709 53732 31508 


source: L.A. Building Department, LUFAMS, SCAG inventory 
CDD and CRA bond and gap financing lists 


GLENDALE 
ae TOTALS SUBSIDIZED UNSUBSIDIZED CONDOS 
1974 26 oO 435 193 
1975 115 oO LoS s) 
1976 274 oO 227 47 

ASIA TE 14°35 oO Os =) 
1978 591 147 398 26 
1979 629 o 245 284 
1980 556 25 11 S520 
1981 524 be Vee BOO 
LSS Pill ee 2) 5&0 pean 
198% 254 s) 279 75 
1984 1186 a7 827 262 
TOTAL 5408 ZO1 2938 2169 


SOURCE: GLENDALE BUILDING DEPARTMENT, SCAG INVENTORY, HUD & 
SEGUR ITTY FAbibr itl BANE 


BURRBANE 

TOTALS SUBSIDIZED UNSUBSIDIZED CONDOS 

O74 ale al lees: fates Wes 
bee ie ©) ic) Ly 
IS es Tal O aye 14 
1S ee 168 i) ees se 
WS TAS: eee: io aa fas 
IS eS S544 th Suey 4° Se 
ILS ee: ete) ws ae yey 
Sissi sear i) 14 99 
WSrele . 41 ie) il il Bw) 
SASS eu ®) a, aD) 
1984 Ana 34 BAe Oo 
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(continued) 
TOTAL oe Aap 799 1189 


SOURCE: BURBANK BUILDING DEPARTMENT, SCAG INVENTORY, HUD & 
SECURITY PACIFIC BANE 


INGLEWOOD 

TOTALS SUBSIDIZED UNSUBSIDIZED CONDOS 

1974 0) O O re) 
Wea he dal 0) ®) a) re) 
1976 95 95 s) . QO 
Loy 7 TS ro) ey C) 
1S 7s 12 oO jee O 
Ley 148 106 eit eM 
VASE |C3) Ho O 10 aT 
19S 1 7O © a 67 
Loss Bis oO = ie 
SAS ee Rite: co) Tok 147 
1984 =4 oO i #8 
TOTAL FES oS 154 426 


SOURCE: INGLEWOOD BUILDING DEFARTMENT, SCAG INVENTORY, HUD %& 
SECURITY FACIFIC BANE 


TORRANCE 

TOTALS SUBSIDIZED UNSUBSTDazZeD CONDOS 

1974 a Nie iO aca 84 
he Pes, w4 im pa a3 
Nee de de) 16% w) oe ee 
Le. BES a Ss) AB ae 
i373 LOL O a BO 
a Led 1S? ) 4 eS 
1 186 ) & 180 
5B) 193 O 10 A 
iVa2 ia bw Lod Fi ra 
AC BS Be fad a a8) ae 
L934 oF w) sara 8G 
TOTAL 1509 Meal Pa es 1144 


SOURCE: TORRANCE BUILDING DEPARTMENT, SCAG INVENTORY. HUD 
SECURITY FPRAELE ITC Bank 
LONG BEACH 


WiGiyeles; Suisse Zep) UNSUBSIDT ZED CONDOS 
1974 Ste i) 28 oO 
1S PS. 666 HS) 474 114 
1S) (8) 247 w) 24/7 re) 
Se aa ae 7) Zh oO 
1S) 2S S41 oe) at el =9 
yaa B36 im) 501 aS 
SSG) 244 Lee he isl 


O07 


PANG tO al) st 


(continued) 
1981 200 @) 116 84 
1982 250 s) 174 7& 
1983 1558 945 149 456 
1984 1000 6) 451 549 
TOTAL 6374 1085 S615 1678 


SOURCE: LONG BEACH BUILDING DEPARTMENT, SCAG INVENTORY, HUD 
& SECURITY FACIFIC BANK 


FASADENA 

TOTALS SUBSIDIZED UNSUBSIDIZED CONDOS 

1974 se O Poe es BS 
17S 14 '®) 8 6 
1976 450 © pu 22S 
WAVE Syed ) SO 45 
ues as Loe Si Wee Fe 
1979 360) ©) 194 1466 
1980 4 Oo vale | 483 
1981 ne Ae! ) SG | S46 
isss oles 's) 49 Las 
1983 hee i) 86 =68 
1984 345 eg 64 281 
TOTAL S495 Po, 1249 2089 


4 


SOURCE: FASADENA BUILDING DEPARTMENT, SCAG INVENTORY, HUD & 
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Graph of Total Permits Per 1000 Population 
Los Angeles and Six Cities, 1974-1984 
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Graph of Unsubsidized Permits Per 1000 Population 
Los Angeles and Six Cities, 1974-1984 
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Graph of Condominium Permits Per 1000 Population 
Los Angeles and Six Cities, 1974-1984 
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Los Angeles Cit 
Demolitions, Alterations, Conversions, Additions - 
Net Inventory, 1974-1983* 


TOTAL MULTI-FAMILY 
CONSTRUCTION PERMITS 6855 5081 03968 


Demolitions 1082 421 Lod 
Alterations (remove) 23 138) 218 
Converted Condos 0 0 0 
Alterations (addtn.) S/ 32 45 
Additions 73 45 81 

TOTAL CHANGE. -945 =363 = Gio 
NET TOTAL INVENTORY 5910 4718 oD Eo 
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* Los Angeles City permit data for demolitions, alterations, and additions for 1984 were not 


avallable at the time of the Study. 


sOurce = uos Angeles City Building Dept. permit files. 
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housing units were extracted from the yearly totals, 


citywide and by LMPA, 


In this analysis apartments financed with mortgage 
revenue bonds and other povesanent assisted programs, such 
as Los Angeles' "GAP" finance program are included in the 
Subsidized category. For each city a list of all such 
projects was obtained from the responsible agency (e.g., 
Redevelopment Agencies, Community Development Agencies), the 
addresses were crossmatched with the permit files and the 
projects were extracted from the multi-family unit totals 


and counted in the "subsidized" category. 
Condominiums 


In some cities, building permit records indicated which 
projects were condominiums and these developments could 
easily be tracked and counted. In others, the task was more 
complex and in some cases the status of projects was 
uncertain due to the variety of sources and record keeping 


methods encountered. 


The City of Los Angeles' permit file recorded 
condominiums separately beginning in 1980. Condominiums 
prior to 1980 were extracted by cross matching the City's 
portion of the property tax role (LUPAMS) with the permit 
file. .The Assessor's Office code for condominiums recorded 


on LUPAMS made it possible to identify condominium projects 
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prior to 1980. The address was cross matched with the 


permit file to extract the number of units from the totals.* 


In other cities, data reported on condominiums was 
obtained from a combination of permit files and the Security 
Pacific Bank's monthly reports California Construction 
Trends, which indicated whether the project was a 


condominium. 


Estimation of Condominiums in Los Angeles that are Rental 


Units inv 1964 


The Bureau of Census reported in 1980 that 27.41% of 
condominiums in Los Angeles were rentals. To estimate the 
percentage of condominiums that are rented in 1984, a target 
Sample survey of condominiums that were owner occupied was 
conducted. Thirty-two condominium developments representing 
1,947 units were selected in proportion to the total number 


of condominiums in each of the six LMPAs (Exhibit 3.D.3). 


Two methods were used to estimate the current status of 
condominiums as rentals: (1) For each development in the 
Sample the property address, owner's name, and mailing 
address was extracted from LUPAMS.> A comparison between 
the two addresses indicated whether the mailing address and 
the property address were the same. (2) A site visit was 


made to each accessible development” to compare the owner's 


TES 


Riis Hy “<¢ Lise 


name with the name listed on the call board or mailbox 
(Exhibit 3.D.3). Where a name other than the owner's 
appeared on the callboard/mailbox it was recorded by the 


Surveyor. Where no name appeared it was noted as well. 


Estimating vacancy rates in condominium rentals is 
problematic for a number of reasons. Condominiums are often 
"interim rentals" coming in and out of the rental market. 

Even if the number of vacancies could be determined within 
a project, these vacancies are not necessarily indicative of 


a rental vacancy. 


Exhibit 3.D.4 indicates the number of units in our 
Sample where the owner's name appeared on the 
mailbox/callboard, the number of units where another name 
appeared, and the number of units where no name appeared. 
To estimate a vacancy rate in condominiums (which includes 
units for sale and rent) the following assumptions must be 
made: 

1. Where the owner's name appears on the 


mailbox/callboard, the unit is owner-occupied. 


2. Where a name other than the owner's appears, 


the unit is rented. 


3. Where no name appears, the unit is vacant. 
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EXHTet ie 3.D.3 


Owner Occupied Condominiums: 
Address Comparison and Site Visits 


Address & LMPA 
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With these assumptions, Exhibits 3.D.4 and 3.D.5 
Suggest that citywide 36% of the condominiums are rentals, a 
9% increase between 1980 - 1984 and a combined vacancy rate 
(ownership and rentals) of 3% (Exhibits 3.D.4 and 3.D.5). 
This vacancy rate figure is comparable to citywide vacancy 
rate estimates in the multi-family rental sector reported in 


Chapter 2. 


Building Requirements 


Information about local zoning and building 
requirements was obtained for Los Angeles and each of the 
Six comparison cities to analyze the development 
environment. Zoning ordinances and general plans were 
reviewed and supplemented by key informant interviews with 
planning and building department officials. This 
information was used to develop a scale of restrictiveness 
in the development process. The scaling was based on the 
criteria noted below for a hypothetical triplex with an 
assessed value of $200,000 and assuming no alterations or 


zoning variances. 
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LMPA 1 


Mailing Address Method 
Site Visit Method 


LMPA 2 


Mailing Address 
Sites Visite 


LMPA 3 


Mailing Address 
Site Visit 


LMPA 4 


Mailing Address 
Site, Visit 


LMPA 5 


Mailing Address 
Sate. Visi € 


LMPA 6 


Mailing Address 
Site. viet 
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Site 
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Combined Results of Condominium Address 
Comparison and Site Visits 


% owner 
bivessats property. 


EXPIBIT 3.D.5 


Survey of Occupied Condominiums: Matching 
Names from Site Visits 


Total Owner Other 

Units Occupied Name 
4041/9 Via Marisol 78 SES) 14 
7135 Hollywood LZ 2 oe) 61 
4444 Wilshire 18 9 6 
43 L1- Colt ack 29 10 16 
2395 (COn bax 44 44 0 
5301 Balboa 146 89 oa 
6201 Shoup 25 20 5 
6225 Shoup 30 18 i 
Stel sshoup 40 La 13 
6145 Shoup RE 14 8 
19610 Sherman Way 20 8 10 
Pest VColiins Street 34 Dah 10 
LeoLo"CoOLlins Street 36 10 25 
4707 Willis Avenue 30 Ly he 
17221 Roscoe Boulevard 29 22 i: 
17241 Roscoe Boulevard Ba 26 14 
8801 Independence 32 i2 LS 
10327 Missouri “Avenue is) Z 8 
1854 Beverly Glen 14 10 4 
1531 Camden 24 23 1 
1870-80 Veteran Avenue 43 23 He) 
2702 Peck Avenue Le 8 2 
TOTAL 882 a2 320 

%5 100% 60% 36% 


LZ. 


The criteria were weighted on a 1 to 5 scale with one 
being the most lenient and five the most restrictive. The 
Scaling from lenient to restrictive was relative based on 
the cities surveyed rather than any a priori considerations. 


The more critical the criterion, the higher the weighting. 
Weights were assigned as follows: 


- Number of permits and department approvals 


required (2) 


- Time required to process permits C2) 


° (3) 


- Building fees 


- Setback Requirements (front, rear, and side) 


ey 
~ Parking requirements (4) 


- Percentage of single-family to multi-family 


residential zones! C5) 


8 


- Other Gt) 


Based on the weighting system used, scores between 19 


and 85 were possible (Exhibit Aue 
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PAHIBIT 3.D.6 


Development Standards, Los Angeles and Six Cities 


CEL PERMITS REQUIRED 


5 a 
Engineering, Building 4 


Safety, Planning, Public 


Los Angeles Works, Fire 


3 
Building, Public Works, 


Burbank Fire 


& 
Zoning, 
Fire 


Building, 
Engineering, 


Glendale 


2 


Pasadena Building, Zoning* 


2 


Inglewood Building, Planning 


Building, Sanitation, 
Street, Water, Gas 


Long Beach 


6 
Building, Engineering, 
Zoning, Planning, 

Grading, Department of 


Torrance Transportation 


*Both departments must 
approve twice 


MINIMUM 


TIME 
REQUIRED 
TO 
PROCESS PARKING PERCENT - OF 
PERMITS SETBACKS, AVERAGE REQUIREMENTS LAND ZONED R-1 


[reone | eeck_ | nee | 


5a 6 
_ aes iS 


1 - 2 covered/ 


Glo We 68% 
4 1 - 2 at least 
Weeks $1,126 20' CaEpone/d.un 80% 
~ 
N 
3 145 - 2 covered/ = 
Weeks Solel ai PhS! ANS TPS) © Grate 82% 
6 
Weeks $3),-6151 230m Sion 2 covered/d.u. 66% 
6 
Weeks esa, 7/lb 5) 20 a AN gall Salou 2 covered/d.u. 41% 
1 - 2 covered at 
Weeks $17126 shes es Zhe moM times/d.u. 70% 
15 covered, 
PQ) Y “abl: oF Sy uncovered/d.u. 80% 


Vacant Land Estimates 


The amount of vacant land zoned for multi-family 
residential use (as a percentage of all multi-family zoned 


land) was obtained for each city.” 


The availability of 
"buildable" land was considered a major element in the 
development potential of a city. This information is 
typically found in the housing or land use elements of a 
city's general plan. In some cases this information could 
be easily derived from the cities which had recently updated 
these elements. In other cases, current estimates were 


derived from key informant interviews with city staff 


CEXMEDVts2D 7) 


Exhibit 3.D.7 indicates the percentage of vacant land 
zoned for multi-family residential use. The estimates for 
Burbank, Glendale, Inglewood, and Long Beach were obtained 
by interviews with city staffs of those cities. The figure 
for Pasadena is from Pasadena's 1985 Housing Element 
(unreleased draft). The figure for Torrance is from its 


1984 Housing Element. 


At the time of this Study, the City of Los Angeles was 
in the process of updating its housing and land use 
elements; therefore, current estimates of vacant land were 
not available and had to be extrapolated from Tax Assessor's 
records. Approximately 7% of the R-2 to R-5 parcels had no 


land data recorded. We assumed that this "missing data" was 
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EXBUBET <3 3Ds( 


Percentage of Vacant Land Zoned Multi-Family Residential, 
Los Angeles and Six Cities x 


Los Angeles 4 
Burbank 1 
Glendale 0 
Pasadena 0.4 
Inglewood 0 
Long Beach 0 
Torrance 0.4 


Source: City Planning Departments and Housing elements 


*Percentage derived by total vacant acres over total acres 
zoned multi-family residential 


Similar for both developed and undeveloped land. The amount 
of vacant land was derived from the vacant parcels recorded 
on LUPAMS plus 7%. This extrapolation added 102.63 acres, 


or roughly 7.7% to the vacant land estimate. |! 
Es VACANCY RATES 


Vacancy rates in this Study were derived from Beebe 
data published by the United States Census, the Los Angeles 
Department of Water & Power (DWP), the Southern California 
Gas Company (SCG), The Federal Home Loan Bank Board (FHLBB), 


and the Institute of Real Estate Management (IREM). 
U.S. Census/American Housing Survey (AHS) 


All 1970 and 1980 census data and AHS vacancy data are 
taken from publications and/or from computer tapes prepared 
by the Census Bureau. In the decenniel U. S. Census and the 
AHS, the definition of a "rental vacancy" is a "vacant year- 


round unit offered for rent" !¢, 


Department of Water and Power (DWP) 


DWP vacancy data were taken from DWP reports KP90..7 
(Exhibit 3.E.1), a monthly report of individually metered 
apartments, and RP91.A, a quarterly report showing 
residential meter activity for single dwellings, multiple 
dwellings, and master metered properties. DWP calls these 


reports Vacancy Surveys, but they actually indicate idle 
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Typical DWP Reporting Form 


‘ — 


DATE 3/07/65 CITY OF LOS ANGELES - INDIVIDUALLY METERED APARTMENT VACANCY SURVEY RP90.7 PAGE 1 
DEPARTMENT OF WATER & POWER - POWER SERVICES DIVISION 


GEOGRAPHIC / PLANNING AREA NBR UNITS NBR IDLE NBR OWNER-OCC TOTAL VACANT PCT VACANT 


SAN FERNANDO VALLEY AREA 


CANOGA-WINNETKA-WOOD LAND HLS 16,114 : 207 599 806 5.0 
CHATSWORTH - PORTER RANCH 8,438 174 180 354 4.2 
ENCINO - TARZANA 11,959 129 ; 312 4461 Ley/ 
GRANADA HLS - KNOLLWOOD 3,519 59 65 124 3.5 
MISSION HLS-PANORAMA-SEPULVEDA 15,052 295 276 571 3.8 
NORTH HOLLYWOOD 27,207 436 383 819 3.0 
NORTHRIDGE 5,230 91 125 216 4.1 
PACOIMA ~ SUN VALLEY 8,046 138 173 311 3.9 
RESEDA - WEST VAN NUYS 11,555 178 254 432 357, 
SHERMAN OAKS - STUDIO CITY 20,571 322 276 598 2.9 
SUNLAND - TUJUNGA-SHADOW- LKVIEW 2,841 77 16 93 3.3 
SYLMAR 2,788 165 6 171 6.1 
VAN NUYS 27,236 483 530 1,013 3.7 
VERDUGO MINS 1,962 42 3 45 2.3 

TOTAL SAN FERNANDO VALLEY 162,518 2,7% 3,198 5,994 Sa, 


WEST LOS ANGELES AREA 


BELAIR - BEVERLY CREST 472 fa 6 7 1.5 
BRENTWOOD - PACIFIC PALISADES 9,265 139 136 275 3.0 
PALMS-MAR VISTA-MARINA DEL REY 27,618 358 478 836 3.0 
VENICE 9,621 178 57 235 2.4 
WESTCHESTER - PLAYA DEL REY 9,761 141 86 227 2.3 
WESTHOOD. 11,298 256 320 576 5.1 
WEST LA-CENTURY CTY-RANCHO PK 21,044 323 323 646 3.1 

TOTAL WEST LOS ANGELES 69,079 1,402 1,400 2,602 3.1 


CENTRAL LOS ANGELES AREA 


BOYLE HEIGHTS 15,030 257 33 290 1.9 
CENTRAL CITY 3,218 60 t) 60 1.9 
HOLLYWOOD 58,251 1,102 731 1,833 3.1 
NORTH & EAST CENTRAL CITY 1,619 27 5 32 2.0 
NORTHEAST LOS ANGELES 33,067 908 169 1,077 3.3 
SOUTH CENTRAL LOS ANGELES 43,024 2,093 67 2,180 5.1 
SILVER LAKE - ECHO PARK 17,644 451 26 477 2.7 
SOUTHEAST LOS ANGELES 33,160 1,727 169 1,896 5.7 
W ADAMS-LEIMERT-BALDWIN HLS 39,610 1,565 168 1,733 &.4 
WESTLAKE 16,454 368 238 606 3.7 
WILSHIRE 62,988 1,074 669 1,743 2.8 
TOTAL CENTRAL LOS ANGELES 324,265 9,632 2,295 11,927 3.7 

HARBOR AREA 
SAN PEDRO 13,771 405 62 467 3.4 
TORRANCE - GARDENA 4,491 65 35 120 2.7 
WILMINGTON - HARBOR CITY 6,685 245 41 286 3.3 
TOTAL HARBOR 26,947 735 138 873 3.2 
TOTAL CJ~Y MF LOS ANGELES 602,609 14,565 7,031 21,596 3.6 


- 


Aes 


meters, rather than vacant units available for rent, as 


defined by the Census Bureau. 


Unlike the census, which reports vacancies separately 
for renters and owners, DWP idle meter counts cannot be used 
to distinguish betwen vacancies in owner and renter occupied 


uni GSe 


System Change in DWP Reports 


During the period covered by this study, DWP changed 
its reporting system. Prior to 1981, meters for 2o 3 eae 
4H-unit buildings were counted in the single dwelling 
category. This system change has been taking place for five 


years and is scheduled to be completed by summer 1985. 
Idle Meter Count 


DWP reports monthly on the number of electric meters 
where service has been terminated by an occupant . 
Discontinued electric service may be an indication that a 
Unit is not occupied, but this is not always the case. 
There may be instances where a unit is occupied but has no 
electricity. This is not thought to be a common practice 
Since it iS a-Violation of the Gity"s Building and Satery 


code. 
Vacancies in Multiples 


In the case of multiple unit buildings, DWP reports two 


categories of idle meters: 1) where the electricity has 


128 


been turned off, and 2) where the electricity charge for a 


unit has been transferred to the property owner. 
Master Metered Buildings 


Approximately 70,000 units in older apartment buildings 
in Los Angeles do not have individual meters for each rental 
unit. These buildings are called master-metered buildings. 
DWP idle meter statistics cannot measure vacancies in such 
buildings (DWP estimated 71,263 units in 5,082 master- 


metered buildings in Los Angeles as of December, 1984). 
Southern California Gas Company (SCG) 


CDD obtained computer print-outs from SCG (CB-IDLE) 
comparable to the DWP reports from 1981 through 1984. It 


waS not possible to obtain SCG data for earlier years. 


For December 1984, SCG reported 454,789 individual gas 
meters located in the City of Los Angeles compared to 
594,039 DWP electric meters in the same service area. Like 
DWP, SCG also provides gas service to buildings through 
master meters, although master-metered electric buildings do 


not necessarily have master-metered gas service. 


SCG serves only 77% of the households in Los Angeles. 
The remaining units have electric service exclusively. SCG 
does not have a billing switchover service to the landlord 


at a termination of tenancy. 


rea) 


Federal Home Loan Bank Board (FHLBB) 


The FHLBB vaoaney data are published annually. The City 
regularly receives the FHLBB printed report on vacancies in 
Los Angeles County. As eae co this study, CDD obtained a 
computer tape from FHLBB headquarters in Indianapolis 
containing the Los Angeles data by postal routes, and for 


selected cities throughout the United States. 


The FHLBB vacancy rates for apartments are usually 
Significantly lower than the DWP idle meter COUN”. | Ben 
example, during the FHLBB compilation period for 1984 
(March-July), the FHLBB apartment vacancy rate was 1.57% 
compared to 3.41% idle meter count for DWP. The difference 
between the two counts is probably due to two concurrent 
factors: 1) DWP counts idle meters, not vacancies, and 2) 
the FHLBB survey is conducted one day a year by the 
estimates of postal carriers who are not Specifically 
trained to conduct the survey. The carriers collect the 


FHLBB vacancy data as an added duty to delivering the mail. 
Verification of Results 


The results are compiled, verified, and analyzed by 
the FHLBB of San Francisco. However, since the carriers are 
not professional enumerators, statistical errors may occur, 
especially in large apartment complexes where the carrier is 


often dependent on the manager for the number of vacancies, 
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and where tenants may quit without written notification to 
the postal service. This probably accounts for the low 
FHLBB multiple vacancy rate. However, since the FHLBB 
monitors each carrier's survey reports, looking for gross 
inconsistancies or wild Pivotustions from year to year, 
whatever errors may exist in the FHLBB system are probably 


relatively constant. 
Underreporting Los Angeles 


FHLBB understates Los Angeles properties since it lists 
as Los Angeles only those Zip Codes served by the downtown 
central «~postroffice {Exhibit 358.2). Almost one-third of 
the City is reported by post offices serving outlying Los 


Angeles sections and neighboring muncipalities. 


The City is in fact a vast metropolis served by a 
number of postal centers. In order to review the overall 
data for Los Angeles, all of the zip codes within the City 
had to be tabulated by CDD staff in order -to correct for 


this FHLBB reporting error. 
Zip Codes Crossing City Boundaries 


Using the computer tapes from the FHLBB national 
office, staff reconstituted the FHLBB vacancy data to match 
the actual geographical boundaries of the City of 
Los Angeles . For those zip codes where a zip code area 
poees streets inside and outside the corporate limits of 


the City of Los Angeles, the vacancy data was allocated 


ei 


EXHIBIT 3.E.2 


Federal Home Loan Bank Board's Report on Vacancies 


SUAVEY DATES ©2720/83 THRU 05/28/83 


SURVEY AREA / ZIP CODE 


LOS ANGELES 


zIP 
zip 
ze 
zip 
z1P 
Tre 
z1P 
z1P 
zie 
z1P 
zIP 
zie 
zuP 
ZIP 
ZIP 
zip 
zip 
TIP 
zIP 
TIP 
rie 
ze 
TIP 
zUP 
zIP 
ze 
ze 
zip 
ziPp 
ZIP 
Ie 
z1P 
ze 
TIP 
zie 
zie 
ze 
zie 
zIP 
zie 
zip 
zie 
zIP 
zie 
ZIP 
z7IP 
ZIP 


zie 
zie 
zip 
zie 
zIP 
z1P 
ziP 
TIP 
zie 
Tip 
zie 
z1P 
ZIP 
zIP 
vovrAt LOS 


CODE 90008 
COOE 90C02 
CODE 90003 
COOE 90004 
COOE 9CC05 
COOE 9C006 
CODE 90007 
COOE 90C08 
cOoeE 90C10 
CODE 90CII 
CODE 90012 
COOE 90013 
CODE 90014 
CODE 90C15 
CODE 90016 
COOE 90017 
COOE 900186 
CODE 90C19 
cooE 9cCc20 
CODE 90C21 
CODE 90C22 
cooe 90C23 
COCE 90024 
CODE 90025 
CODE 90026 
CODE 9CC27 
cOvE 90028 
CODE 90029 
cOoE 90031 
CODE 90032 
CODE 90C33 
CODE 90634 
CODE 90C35 
CODE 900356 
CODE 90037 
CODE 90C36 
CODE 90039 
CODE 90040 
CODE 90041 
CODE 90C42 
CODE 906435 
COCE 90044 
CODE 90645 
CODE 90046 
CODE 9C6C47 
COOE 90C48 
CODE 9CC49 


CODE 90056 
CODE 90057 
CODE 90C58 
CODE 90C59 
CODE 90061 
CODE 90062 
CODE 90C63 
CODE 900646 
CODE 906065 
COOE 90066 
CODE 90067 
CODE 90C68 
CODE 90C69 
COOE 90077 
ANGELES 


in Los Angeles, 1983 


FEDERAL HOME LOAN BARK OF SAW FRAKCISCO 
LOS ANGELES SWSA HOUSING VACAKCY SUBVEY 


ALL HOUSIKE TVPES 


ecccecacecoescocccooos} fC CAC ar SE Td 


TORAL BIO HY OOS sccie= NE Cams 
UNITS AULMBER PCY KUMBER . PCT 
woes 2 cccceecccoce aanaaecepeliees! 
12-0860 132 1.1 17 Ooi 
105471 130. 1.2 25 C.z 
165617 229 1.5 21 0.1 
21-285 90 0.4 1 0.1 
Bo 41h 67 1.0 C e.¢ 
162032 16 0.1 3 Q.1 
12-506 6 0.1 Cc C.¢ 
13,666 32 0.2 0 c.0 
62046 48 0.€ e 6.1 
21-010 238 1.1 34 C.2 
52462 27 0.5 0 c.c 
356 0 0.0 Q c.¢ 
633 0 0.0 0 c.¢ 
e536 y6 0.7 165 6.1 
16-557 532 3.2 10 C3 
6-468 0 0.0 0 €.€ 
15-244 436 0.9 16 Cot 
22-770 iti 0.5 1 Cot 
15-155 2 0.1 0 c.0 
142 5 3.5 0 c.0 
15-690 56 0.4 0 c.c 
10-774 14 0.1 Cc c.0 
bo-€16 100 0.7 216 1.6 
19-633 446 0.7 $5 Q.3 
235-622 104 0.4 30 c.3 
22-506 107 0.5 6 0.1 
16-465 197 1.2 2 C.1 
16-528 120 0.8 i) c.¢ 
9-689 42 0.4 4 0.1 
11-299 69 0.8 21 O.¢ 
12-316 45 0.4 e) G.1 
23-077 292 1.3 53 0.2 
12-613 30 0.2 4 C.8 
16-827 90 0.5 16 0.1 
15-6468 150 1.0 3 c.1 
11-198 132 1.2 1 co 
11-684 107 0.9 i | C.7 
3-258 10 0.3 i Pe | 
66502 55 0.€ $ G.1 
17-962 wi2 Q.€ 142 0.4 
15-327 9% 0.6 5 0.1 
246432 263 it 29 0.1 
23-911 32 0.2 i cel 
25046468 362 1.5 20 Q.8 
166616 t2t 0.7 3 0.1 
42-203 54 0.4 24 0.2 
17-226 162 0.9 24 0.1 
36345 6 0.2 0 ¢.0 
12-518 9 0.¢ Q c.¢ 
1-001 5 0.$ ¢ c.0 
9o142 ai 0.4 ae 0.4 
66429 ST 0.9 21 0.! 
90648 3? 0.€ 2 Q.1 
12-110 27 0.2 S 0.1 
10-348 7 0.7 7? 0.1 
13-103 154 1.2 25 Cuz 
226585 109 0.¢ 22 0.1 
22158 10 0.5 0 c.C¢ 
12,3578 92 0.7? as 0.7 
15-263 y34 2.2 112 0.7 
3-250 2 Pee 0.5 7 C.é 
776-€00 £0937 0.8 16410 0.2 
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between City and non-city areas.» The basis for the 
allocation was the total number of Street segments within 
each zip code area, as recorded on the files of the Los 
Angeles County Registrar of Voters, classified by city and 
non-city location. Thus if 18 blocks of a 25=block mail 
route are in Los Angeles and the remaining 7 blocks are in 
Long Beach, the data from that mail route are split, 72% to 


Los Angeles and 28% to Long Beach. 


This method of allocating routes brings the number of 
properties reported by DWP and FHLBB closer than they would 
otherwise be, but the undercount of master-metered buildings 
in the DWP idle meter count, the changeover of the DWP 
System count on 2, 3, and 4 unit buildings, the FHLBB 
reliance on mail carrier's estimates, and the impossibility 
of completely correcting for mail routes crossing ucivy 
boundaries leaves a wide but narrowing gap between the DWP 
meter count and the FHLBB unit count (Compare Exhibits 2.3 


and 2.7)% 
F. SAMPLING OF CAPITAL IMPROVEMENT APPLICATIONS 


The Rent Stabilization Ordinance (RSO) permits 
landlords to increase rents after completing a capital 
improvement (sec, 151.07)... Elagibility for accapital 
improvement pass-through requires that the improvement has a 
life expectancy of five years and meets the definitional 
requirements of the RSO and Rent Adjustment Commission 


guidelines (RAC 210.00 et seq.). Examples of capital 
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improvements ineinids a new roof, and new amenities such as a 
Swimming pool or a security system. The cost of the 
improvement(s) can be passed on to the tenants based on a 
five year amortization of the cost and Departmental approval 


of the application (Exhibit 3.F.1). 
Sampling Technique 


From June 1979 - December 1984, 14,010 applications for 
pass-throughs were received by the Rent Stabilization 
Division. |¢ A stratified random sample of approximately 10% 
of these applications was used to assess annual Capital 
improvement expenditures (Exhibit 3.F.2). Applications 
numbered 1 - 10 for every 100 applications (ese. imemOM 
101 -110, 201 - 210, etc.) were drawn. The coding system 
developed to capture information about these expenditures 
recorded both the amount requested for a pass-through and 
the amount approved by the Department. The dollar amount of 
the approved applications were calculated as the dollar 


amount of the average rent increases for each unit and also 


for each building. 


As CDD intends ultimately to computerize all the Case 
Analysis data, additional sets of applications were added as 
part of an eventual 100% census of these records. All data 
sets collected are included in this report. To that extent, 
1983 is over-sampled. However, averages were used for 
analysis and therefore data is not biased in that year 


CE xb 135 2). 
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Capital Improvement Application Form 


CITY OF LOS ANGELES 


COMMUNITY DEVELOPMENT DEPARTMENT CAPITAL IMPROVEMENTS 


RENT STABILIZATION DIVISION RENT INCREASE 
authorized by L.A.M.C. Sec. 151.00 et seq. 


GENERAL INSTRUCTIONS: Fill out this application form using a typewriter or a black ink pen. Please follow instructions contained below. 
'f you need assistance, Call 624-RENT or come to RSD, 215 W. 6th Street, 14th Floor, L.A. CA 90014, 


FILE NUMBER: 
Do not write in this space 


(3) Give the Current Rent 
Registration Certificate 
Number of the building. 


(1) Give the mailing address of the building. If the complex has several buildings, 
a separate application must be made for each building. 


ADDRESS: CITY / ZIP CODE: 


(2) Indicate the total number 
of dwelling units in the 
building. — 


(4) Describe In detail the Capital Improvements. Itemize all work, beginning and completion dates, 
benefitted from the improvements. Use additional sheets If necessary. 

ITEM DATE WORK DATE WORK DWELLING UNITS 

WORK DESCRIPTION BEGAN COMPLETED TOTAL COST: BENEFITTED: 


and costs and indicate the dwelling units that 


(5) Show the computations by which the Capital Improvements are amortized. Example: Total cost = $60,000 divided by 60 months = $1,000 per 
month divided by 50 units = $20 per month per unit. 


(8) Please give Case Numbers of previous applications submitted regarding this Property: 


(7) Give the name of the owner of the building or the legal representative. Include the mailing address and daytime telephone number. 
NAME: ADDRESS: CITY / ZIP CODE: PHONE NO. 


“| CERTIFY THIS INFORMATION IS TRUE AND CORRECT, TO THE BEST OF MY KNOWLEDGE.” 


Signature of Owner or Owner's Agent Date City, State 


ATTACH PHOTO COPIES OF: (1) The Owner's Current Rent Registration Certificate 
(2) All Invoices, bids, financing, cancelled checks, and other 
relevant papers, otherwise your application must be rejected. 
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EAHI BIT S2Re2 Sample of Applications Received 


Total Cases Total # Cases PEO local 

Year Rec'd Sampled . Sampled 
1979 1,008 83 Oeer 
1980 roles | Wee )5) 196 8.9% 
1981 2,854 267 9.4% 
1982 asia ri 240 8S 
1983 2a ie 417 Uy ORS 
1984 2,684 Zep 8.4% 
14,010 1,428 10.1% 


Source: Rent Stabilization Division's Case Analysis files 


Cases were deleted from the sample for. the following 
reasons: 


1. technical difficulties with Rent Registration 
files (e.g., matching registration numbers to 
actual cases) 

2. applications filed and later withdrawn before 


Departmental action 
BS eCases: in 1itigation 


Coding System 


Seventy-five categories were developed to code capital 
improvements (Exhibit 3.F.3). The categories range from 
minor improvements, such as replacing a window pane, to 
major improvements, such as a master meter conversion. 
Exhibit 3.F.3 indicates the sample size for each category 
over the six year period where the sample size was greater 


than ten. 


jheile 


EXEL Eee sl 3 


Sample Size by Improvement 


Type, 


Type 


Roof 

Exterior painting 

Carpeting 

Hot water heater 

Piping 

General component 
parts 

Concrete work 

Refinish/replace/repair 
cabinets/doors 

Air conditioners 

Stairs/stairwell 

Fence, iron 

Security system 
(window bars) 

General minor interior 
remodeling 

Wiring 

Interior painting 

Exterior lighting 

Garbage disposal 

Drapes 

General exterior 
remodeling 

Solar energy system 

Stucco 

Sereen 

Landscaping 

Plastering 

Dishwasher 

Heaters vented 

Retile bath/counter tops 

Miscellaneous non-capital 
improvement 

Refrigerator 

Gutters 

Toilets 

Linoleum 

Elevator 

Valves 

Stove 

Fire extinguisher 

Smoke detectors 


1979-1984 


Average 
COSta. 


463 
B25 
452 
214 
492 


161 
245 


244 
538 
261 
191 


319 


351 
309 
AS bY 
esl 
96 
185 


486 
720 
ites 
82 
140 
ie 
288 
489 
ie 


Standard 


Deviation $ 


466 
374 
393 
170 
1494 


330 
376 


394 
4gy 
338 
250 


412 


Sample 
Frequency 


427 
210 
alle 
5D 
103 


Jo 
83 


83 
82 
iG 
lis 


is) 


General major interior 
remodeling 

Refinish/install floor 

Window panes 

Insulation 

Sewer line 

Furnace 

Driveway paving 

Master meter conversion 
(electrical) 

Locks 

Kitchen sink 

Bathroom sink 

Pool 

Security system (alarm) 

Boiler 

Furniture 

Interior lighting (common) 

Bathtub 

Extermination/fumigation 
services 

Pool fixtures 

Outlets 

Antenna 


Other Categories Included with 


Sample Size Less than 10 


Shower 

Additional room 

Door opener 

Fire escape/door 

Window frame (wood) 
Intercom system 

Switches 

Interior lighting (unit) 
Clothes dryer 

Master meter conversion (gas) 
Window frame (metal) 
Jacuzzi 

Sauna 

Wall 

Clothes washer 

Laundry sink 

Washer/dryer combinations 
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EXHIBID 3b 4 


Frequency Count of Registration Numbers 


Number of 


Applications - Number of Total Number 
Per Registration Registration of Applications 
Number Numbers Sampled Sampled 
1 950 95 
2 126 254 
3 31 93 
4 11 4y 
5 A 20 
6 4 24 
if 0 0 
8 1 8 
9 0 0 

10 2 20 
11 0 0 
12 1 24 
TOTAL 1130 1428 


Limitations of Data 


The CI rent increases can be given only to tenants in 
units that have not been re-rented at full market rent since 
the improvement was completed. As a result, some landlords 
With high turnover may not apply for CI increases as they 
recoup their costs at turnover. Other landlords may not be 
aware of their eligibility for CI increases. Some landlords 
may find it difficult or be unwilling to complete the 
administrative procedure mandated for a CI rent increase. 
Also some improvements made by landlords, such as the 
painting of the interior of a unit, are not eligble CI 
expenses. Thus, the City's CI files do not record all 


Capital improvements actually made by the City's landlords 
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in buildings Subject to the RSO. Moreover, there are no 
available data from the period prior to rent regulation with 
which to compare landlord CI expenditures during the RSO. 
The City's CI applications do not cover all landlord 


maintenance or capital expenditures. 
Usefulness of Data 


However, this data source can provide some indication 
of the level of property maintenance and improvement in the 
City since 1979. Coupled with derived data from the ETB, 
AHS, and IREM, this CI information provides reliable and 
verifiable statistics on property maintenance during the 


City's regulation of rent. 
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PART 3 
FOOTNOTES 


Using 1980 as a base year, a list of multi-family building 


permits was compared to a list of Certificates of Occupancy 
recorded on the Tax Assessor's file. Where no Certificate 
of Occupancy was recorded, site visits were made. The 
combined results were that 94% of the buildings had been 
constructed to date. 


2 

The Assessor's Office codes a multi-family development as 
a condominium development when the developer sells the first 
unit. 


3 The LUPAMS file used for this survey was dated March 1984 
and included information about the property owner as of that 
date. The site visits were made in September 1984 amounting 
to a six month lag period. However, there does not appear 
to be a significant discrepancy (see Exhibit 3.D.3). 


The complex in LMPA 2 is a series of row developments. The 
surveyor did not have access to the names of the occupants. 


2 Includes units converted to condominium ownership and then 
rented out again, the purchase of condominium units as 
investments, renting them while waiting for their value to 
appreciate on the ownership market, and condominium units 
that either the developer or owner is unable to sell. 


: Electrical and plumbing fees were not included since these 
fees were relatively insignificant and were constant among 
Ali eitles:, 


t Percentages were derived by creating two categories: (1) 
R-1 zones which allow only one unit per parcel and typically 
translate into one to eight units per acre. (2) All other 
land zoned for residential use which is not R-1. 


8 Included but not limited to, density bonuses, growth- 
control measures, height limits, etc. 


9 Adding or substracting of a city's score due Loipolicy 
changes over the past 10 years was used only once since most 
of these cities have had relatively few system changes over- 
time. The exception was Pasadena which implemented density 
bonuses in 1982; therefore, its score was slightly lowered. 


ve For .purposes of this study, the term vacant land will be 


used to apply to “bualdable” and "unimproved" land, 
terminologies more commonly used by Planning Departments and 
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the Tax Assessor in estimating acreage or parcels that are 
available for development. 


i In 1978, the Los Angeles Planning Department estimated 
that approximately 7.6 percent of the multi-family zoned 
acres were available for development. 


Records include capital improvement, rehabilitation, and 
Just and Reasonable (e.g. "hardship") applications. 
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GLOSSARY OF TERMS 


AHS 


AYC 


B&S 


BLS 


CAP 


CAR 


CD 


CDD 


CI 


GLOSSARY OF TERMS 


A. ABBREVIATIONS AND ACRONYMS 


American Housing Survey, formerly known as 
the Annual Housing Survey, conducted on 

a trienniel basis by the United States 
Department of Housing and Urban Develop- 
ment (HUD) of selected Standard Metropolitan 
Statistical Areas (SMSA) 


Arthur Young & Company, one of the consortium 
of contractors for the 1984 Rental Housing 
Study 


The Building and Safety Department of the 
City of Los Angeles 


The Bureau of Laber Statistics of the 
United States Department of Labor (DOL) 


The Community Analysis and Planning 
Division of the Community Development 
Department (CDD) of the City of Los Angeles 


The ‘Cabifcrnia Association of Realters 


Council District; Los: Angeles is divided 
into 15) *Counes) Districts 


The Community Development Department of 
the City of Los Angeles 


Capital Improvement, as defined in LAMC 
151.02 C. Under the Rent Stabilization 
Ordinance (RSO), landlords may pass 

on the cost of capital improvements to 
tenants by amortizing the cost 

over a 60-month period. Such increases are 
permanent and become part of the Maximum 
Adjusted Rent (MAR) of a tenant 
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CPI 


COLA 


CRA 


CRW 


DOL 


DWP 


The Consumer Price Index is published 
monthly by the Bureau of Labor Statistics 
(BLS) of the United States Department of 
Labor (DOL). This index, first published in 
1919, is based on the cost of a market basket 
of typical goods and services purchased by a 
sample of U.S. consumers the cost of which 
was weighted and measured at 100.00 during 
1964. Price changes are indicated both as 
increases or decreases in the index and as 
percentage changes. Periodically the index 
is re-weighted to reflect long-range changes 
in consumer buying habits. In addition to a 
detailed national index, the BLS publishes 

a number of regional indices including one 
for the Los Angeles-Long Beach-Anaheim SMSA. 
The number of items published for the SMSA is 
limited. In general this study uses the j.\p ia 
Urban Consumers index (unadjusted for 
seasonal changes). Wherever possible the 
year-to-year comparisons are done September- 
to-September to correspond with the time 
period used by the Federal government to 
compute annual cost-of-living adjustments 
(COLA) for social security and federal 
retirment programs. 


Cost Of Living Allowance granted annually to 
Social Security recipients and other groups 
entitled to benefit adjustments on government 
programs 


The Community Redevelopment Agency of the 
City of Los Angeles 


Cited Rehabilitation Work as defined in 

LAMC 151.02 J. When a landlord ascited by 
the City's Building & Safety or Fire 
Departments, or by the County Health 
Department. The cost of the CRW may 

be passed on to the tenants as a monthly 
increase equal to 1/60th of the approved cost 
of the improvement. The rent increase is 
permanent and becomes part of the Maxium 
Adjusted Rent (MAR) 


The U.S. Department of Labor 


The Department of Water and Power of the 
City: of Los Angeles 
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EIR 


FHLBB 


FTB 


GOC 


GPTL 


HRS&A 


IREM 


IRS 


Environmental Impact Report, a requirement of 
the California Environomental Quality Act 
(CEQA). Prior to the extension of the RSO in 
1982, the City of Los Angeles issued an EIR 
on the environmental impact of rent 
regulation 


The Federal Home Loan Bank Board of San 
Francisco, the regional division of the 
FHLBB which covers the California area 


The Franchise Tax Board of the State of 
California is the division of the State of 
California which processes state income 

tax returns. The FTB regularly publishes 
State-wide and county-level reports 
indicating aggregate tax data derived from 
tax filings. The identity of individual tax 
filers is always protected 


The Governmental Operations Committee of the 
Los Angeles City Council which reviews 
the Rent Stabilization Ordinance (RSO) 


Gross Possible Total Income, as defined in 
the annual income/expense reports of the 
Institute of Real Estate Management (IREM) 


Hamilton, Rabinovitz, Szanton & Altschuler, 
the principal contractor for the 1984 
Rental Housing Study 


The Institute of Real Estate Management, 

a Chicago-based association which annually 
publishes income/expense data on the 
operation of apartment buildings by its 
members. IREM reports its findings 
nationally, regionally, and by selected 
major cities. IREM data referred to in this 
study is derived from IREM's annual reports 
for various building types weighted by the 
number of buildings in each category 


The Internal Revenue Service of the U.S. 
government. Among the documents required for 
individual tax filers is Sehedule Ey the form 
used to report income and expenses from 
rental property. This same form or its 
equivalent is required by the FTB for 
California tax filers to report, they anecome 
and expenses of rental property 
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ISSR/UCLA The Institute of Social Science Research at 
the University of California at Los Angeles. 
This research organization conducted the 1980 
Rental Housing Study for CDD/RSD 


J&R Just and Reasonable, a term denoting the 
constitutional minimum return for rent- 
regulated properties, and SPeCiidl Calves 
a rent increase permitted under the RSO 
as described. in iLAMG 151.07 B1; the J&R 
guidelines promulgated by the RAC are based 
On comparative net operating income (NOI) 
between 1977, the year before the City ts 
regulation of rent began, and the current 
year, with an adjustment for inflation 


LAMC The Los Angeles Municipal Code 


LMPA Labor Market Planning Area: the City “of “Les 
Angeles is divided into six geographical 
area for demographic and statistical 
Purposes (following data based on 1980 
Census) 


LMPA #1: the eastern end of the GLiy 
population 2f97D08 
median contract rent Se dice 


LMPA #2: south central; 
population 556:, 67.3 
median contract rent $ 164 


LMPA #3: north central/Hollywood 
population 613,954 
median contract rent Diecale 


LMPA #4: San Fernando Valley 
population Meg Ont tO 515 
median contract rent Sere. Crh 


LMPA #5: west side 
population 346, 338 
median contract rent $ 327 


LMPA #6: San Pedro area 


population sy easlon 6; 
median contract rent $ 225 

Ee Landlords 

MAR. Maximum Adjusted Rent, the Maximum Rent (MR) 


plus any allowable increases made since 
May 31, 1978 as defined in LAMC 151.02H 
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MR 


MHO 


MHP 


NOE 


NOI 


PSMSA 


RAC 


RSD 


RSO 


Maximum Rent, the highest legal rent in 
effect during April, 1979, or if unrented at 
that time, the rent in effect on May 31, 
1978, as defined in LAMC 151.021 


Mobile Home Owner designates both the owner 
and a tenant occupying a mobile home owned 
by someone else 


Mobile Home Park designates land and 
facilities which mobile home owners rent 
to locate their mobile homes 


Net Operating Expense, as defined in 
IREM and in the RAC J&R guidelines; all 
Operating expenses, except interest and 
depreciation 


Net Operating Income, as defined in 
IREM and the RAC J&R guidelines; gross 
possible total income (GPTI), less all 
operating expenses, except interest and 
depreciation 


Primary SMSA (where a property may be 
located in overlapping metropolitan areas)of 
the city or the County in which a unit is 
located 


Rent Adjustment Commission of the City of 
Los Angeles, a citizen commission charged 
with issuing guidelines for the Rent 
Stabilization Ordinance, established to 
act. aS an appeals board for Just & 
Reasonable rent increases, and given 
powers to conduct studies as needed 

with respect to the Ordinance 


Rent Stabilization Division of the City 
of Los Angeles' Community Development 
Department (CDD), the agency charged with 
administering the Rent Stabilization 
Ordinance (RSO) 


Rent Stabilization Ordinance of the City 


of Los Angeles, effective May 1, 1979, 
following a seven-month Rent Moratorium 
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SMSA 


SREA 


My 


UI 


Standard Metropolitan Statistical Area, 

a term used by the Bureau of Census and 

the Bureau of Labor Statistics (BLS) to 
indicate large urban areas throughout the 
United States; the Los Angeles SMSA includes, 
as of 1985, all of Los Angeles County 


The Society of Real Estate Appraisers, an 
association of realtors who in the 1970's and 
early 1980's published appraisal data 
annually indicating the value of rental 
housing properties sold in the Los Angeles 
area. This same type of data, incorporating 
the Assessor's files, is currently available 
from several computerized data sources 


Tenants 
Urban Institute, a Washington based 
reseach organization, one of the consortium 


of contractors for the 1984 Rental Housing 
Study 
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AGGREGATE 


ASSESSOR 


AVERAGE 


BENEFIT OF 
TENURE 


CASH FLOW 


COEFFICIENT 


COEFFICIENT 
VARIABLE 


B. DEFINITIONS 


The sum total of individual entries, 

for example, the Franchise Tax Board (FTB) 
annually publishes aggregate or summary 
statistics on the total tax Pilinp owes 
individual California tax payers. 


The office of the County of Los Angeles 
which records the assessed value of 
property for tax purposes. 


The sum of a series divided by the number 
of items in a series (the same as the 
Mean) 


As used in this study, the term refers 

to tenant satisfaction for remaining in 
place derived from a combination of all 
values related to the tenancy, such as 
the amount of the rent, the pattern of 
rent increases, the tenant's feeling 
toward the landlord, the location of the 
building, the condition of the rental 
unit, the sense of well-being or 
protection felt because of the RSO and any 
other benefit that provides the tenant an 
incentive for remaining in the unit. 


Net operating income minus mortgage 
payment. Cash flow can be either positive 
or negative. The former results in a 
profit from the property and indicates 
that money is flowing from the property to 
the owners, while the latter denotes a 
loss which in turn requires an infusion “or 
flow of money from the owners to the 
property to make up the loss. 


Any one or more numbers or symbols placed 
before another number and used as a 
multiplier 2 ther example, MAR = X x MR, 
where X = 7% x N squared. 


Also called the coefficient of correlation 
or the correlation of association; a 
measure designed to show the degree of 
association between two or sets of 
characteristics, such that + = comple ve 
association and -1 = total non- 
association. 
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CONSTANT 


CONTRACT RENT 


CONTROL 
VARIABLE 


COST-BASED 
INDEX 


COVARIATION 


CROSS-SECTIONAL 
DATA 


A quantity that is fixed in a formula or 
equation. For example, in determining the 
circumference of a circle, the formula 
developed empiricallysls c= Pl 1 Deer leans 
the constant and was found to be .31415. 
When this constant is multiplied by the 
diameter of any circle, the resulting 
figure will be the circumference. 


As defined by the Census Bureau, contract 
rent is the actual rent pardetc Wandto cas 
but does not include untility costs 
except in master-metered buildings where 
contract rent and gross rent are 
identical. 

stabilized. 


A formula where one variable has a 

known value. This enables a test of the 
validity of the formula before it is used 
to determine results when unknown 
variables are introduced. 


As used in this study, a cost based index 
is a list of landlord expenses grouped in 
Standard classifications for comparison 
Purposes GeLUC)). 


A measure of the relationship between two 
Statistical variables. For example, there 
could be a consistent relationship between 
the increase in the price of land and the 
increase in the cost of rental housing 
units. If such a relationship exists, a 
formula can be written to express the 
influence of the one variable on the 
ether. 


The properties of component segments 
within something being studied. For 
example, in aa survey of landlord 
operating costs, a cross-sectional sample 
would analyze the components of a typical 
landlords' operating costs. Various 
formulas could then be devised to predict 
the results stemming from price changes in 
each of the various components. 
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CROSSED 
TABULATIONS 


DECONTROL 


DENSITY RATE 


DEPRECIABLE 
BASIS OF 
THE PROJECT 


A tabulation is the heading or title of a 
list of values. A crossed tabulation is 
the comparison of the entries in one 
"tabbed" list with another set. For 
example, the survey results of the tenant 
Survey in this study can be tabulated by 
rent level responses and by the age of the 
head of the household. When the entries 
of both these tabulations are compared, 
the result is a crossed-tabulation. 


The provision in LAMC 151.06C which allows 
a Landlord to re-rent a) <undtecate the 
market rate if the unit is vacated 
voluntarily or after an eviction allowed 
by one of several provisions of the Just 
Cause Eviction section, LAMC 151,09) (e.g. 
non-payment of rent), which permit 
decontrol. 


Density is determined by the average 
number of persons living in each dwelling 
unit. The density rate is a comparison of 
dwelling unit occupancy over time. In 
general, high rents or low income are 
Strong incentives for persons to double 
up or share housing accommodations. As 
affluence increases or rents drop, a drop 
in housing density can normally be 
expected. 


The amount of money that can be 
depreciated in the financing of rental 
housing is called the depreciable basis of 
the property. Each year, as depreciation 
is used by the property owner when filing 
tax returns, the undepreciated amount or 
"basis" of the property diminishes. The 
practical effect of a declining basis of 
depreciation: is that the. profit’ at salevot 
the property is larger than if the 
property had not been depreciated. In 
some instances, the increased tax is 
offset by capital gains provisions of the 
tax codes. 
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DEPRECIABLE 
LIFE 


DEPRECIATION 


DEREGULATION 


DISBENEFIT 


The length of time over which depreciation 
is spread. In general, rental units can be 
depreciated over a 30 or 40 year period 
under federal and state tax regulations. 
However, when public policy is changed to 
encourage construction of rental housing 
the depreciable life can be shortened to 
allow greater expense write-offs annually, 
such as the federal accelerated 
depreciation in effect from 1981 through 
1984 for rental housing. Furniture and 
major appliances such as refrigerators and 
stoves have a depreciable life of 5 years 
according to IRS and FTB regulations 
currently in effect. 


The lowering of value caused by use. In 
this study the term denotes the deduction 
permitted by federal and state tax 
agencies to rental property owners as an 
annual allowable expense to reflect the 
declining value of rental property 
improvements over time. The improvements 
only, not the value of the land, can be 
depreciated. 


A provision of the RSO which permits 
permanent removal of a rental unit from 
the regulated universe. Exemption of 
units which were rented at a luxury level 
on May 31, 1978 and units where 
substantial renovation have taken place 
are examples of permanent deregulation 
(LAMC 151.02). If a unit becomes part of 
the HUD Section 8 program it is 
deregulated as long as it remains in 

that program. 


A negative value. For example, the higher 
an apartment may be in a building with an 
elevator, the more valuable it is 
considered to be; hence each additional 
floor confers an added benefit. However, 
if the building has no elevator there is a 
lower value for each floor up due to the 
inconvenience of climbing stairs. In such 
a building, each additional floor would 

be an added disbenefit. 


15.2 


¢ SWVClet, A; ¢ Ee xs 
Bk 1,“ 1) 6 2 Ge salé uy 
asd te “EXt icc ee 
ee ee ee 5 
7 O25 se. *a 6G 384 
ie 40° 4.01 4400) de! “weer: au? 
enmats Sis Senedye® .»4 -e4> ea: | 
alban Ja skbad arg ee iT 
271. 6222178 : H ys 
areas ta Seeae ete 


ate in 3 < ; ve oe SP Pe is. 


ac Gr POL 4s Gubsivots: A 
role 2°: sM>tes) sevice 444 
Be? Oe se tri Sess Tige~ 34 
a oN hsb ed Sor 2 ois 
oat wed" Gas ate” tt pert one 
Che SS Pod dae. be Sat Sun 
| Ss Vidb ie seq 10.40 (agus 44 
"era el eck Ped 


are ha 7 5 en ri oh Looe 


Par 
ia 


1) 
a ¢ ao > i} oO 264 189 ray) 


7 iP eS el é es 


2 54 Se A? oS ot > e ie | A a a 
4! oe ee we, ie a "6 we 
ou § s-=—T 4 ; at@ 
7 , j a we : 
A aby ’ be 7 
“5. Ler ty ‘ ; 
foes, ape’ Aer uw Fen 


| : 
i 
a 


hee Pos LAT 


Vs o ios a3) 


Meese 


DUMMY VARIABLE 


EMPIRICAL 
DATA 


EXEMPT UNIT 


EXPERIMENTAL 
HOUSING 
ALLOWANCE 


FMR 


A variable in a mathematical formula 
which is actually a constant. For 
example, if a 7% increase each year 

is multiplied by the base rent in effect 
at the time of the increase,the formula 
can be written with 7% used as a multi- 
plier each year (a dummy variable), or 
written as a constant (7% compounded 

for each year times the base rent). 


Factual or observable phenomena, in 
contradistinction to theoretical. Rent 
levels can be established either 
empirically or theoretically. In 

the former, a survey can determine the 
actual change in rent levels over time 
during rent regulation. A theoretical 
rent level could also be established by 
postulating various factors which would 
raise rents and devising a formula which 
would estimate rent levels based on a 
formula which takes into account the 
factors which, affect rent. Often it is 
impossible or impractical to obtain 
empirical data. Theoretical 
calculations then provide an alternative 
source of information for policy makers 
when empirical data cannot be obtained. 


A rental housing unit in Los Angeles which 
is not subject to rent regulation, such as 
newly constructed or luxury units or 

units owned and operated by governmental 
agencies. 


A HUD program currently being tested in 
selected markets to determine the 
efficiency of using vouchers by HUD- 
financed agencies given to persons 
eligible for a housing subsidy, 

instead of having the agency pay the 
Subsidy to the property owner. 


A term used by HUD denoting the "Fair 
Market Rent" in a community which is used 
as the basis for establishing HUD 
subsidies. The term covers all rent 
including utilities (except telephones), 
Stoves, refrigerators, parking, all 
maintenance, management, and other 
essential housing services of a unit of 
modest design with standard amenities. 
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GEOMETRIC AVERAGE As used in this report, an average which 


GROSS RENT 


HEDONIC INDEX 


HOUSEHOLD 


HOUSEHOLD 
INCOME 


HOUSING UNIT 


IMPUTED RENT 


INDEX 


includes the compounding effect of annual 
rent increases. 


As defined by the Census Bureau, Gross 
Rent is the rent actually paid to the 
landlord plus the cost of utilities paid 
by tenants. In master-metered buildings 
contract rent and gross rent would be 
identical. 


A comparison of the value of 
variables where each variable has 
assigned a standardized mathematical 
weight in proportion to a constant, 
such as rent. This enables a com- 
parison of rental units with diff- 
ering amenities and different rent 
levels. For example, if a fireplace 
is assigned a weight of 10%, a walk- 
in closet 10%, and a balcony 15% of 
each $100 of rent, then a rental unit 
containing all three of these amen- 
ities and renting for $260 would be 
equal in value and satisfaction to a 
tenant to an otherwise comparable 
unit with none of these amenities. 


All persons who occupy a housing unit, 
as defined by the Census Bureau. 


The combined income of all members of a 
household. 


A house, an apartment, a group of rooms, 
or a Single room occupied or intended for 
occupancy as separate living quarters, 

as defined by the Census Bureau. 


As defined by HRSA in their Format, 
"imputed rent" is the rent that would 
have been in effect in the absence of 
the RSO. 


A systemmatic listing of items grouped 


for comparison purposes (see Cost-Based 
Index and Consumer Prixce Index). 
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INDEX VALUES 


LAGGED VARIABLE 


LANDLORD SURVEY 


MAINTENANCE 


As used in this study, the term denotes 
the mathematical weight of each item in an 
index or list. For example, the components 
of the CPI are given individual values. 
Both changes in the index and changes in 
each item can be monitored. In the 
landlord cost index, each typical landlord 
expenditure can be assigned a weight or 
mathematical value as a proportion of a 
"typical" landlord's income and expenses 
aS measured by IREM or the FTB. The effect 
of changing prices of individual index 
items can be measured and the effect of 
changing prices of materials and services 
making up a typical landlord's expenses 
can be aggregated to determine the impact 
of inflation or deflation on a typical 
landilord'srcosts. 


A variable which has a time delay in 
respect to other factors. For example, 
in a formula attempting to show the 
impact of interest rates on construction, 
there would be lag-time between changes 
in the interest rate and changes in the 
construction rate, since financing is 
normally completed well before actual 
building starts. To compensate for the 
lag, a formula might compare changes 

in interest. rate with construction six 
months after the change. Examining a 

set of time series, one on interest 
rates, and another on construction rates, 
would determine if there is a consistent 
pattern of behavior where a change in one 
series is mirrored by a direct or inverse 
correlation in the other series at a 
later date. 


As used in this study, the survey 
conducted by HRSA and AYC in the fall of 
1984 of landlords in the City of Los 
Angeles and certain neighboring 
municipalities. 


As used in this study, those portions cr 

a landlord's operating costs expended to 
maintain the rental property. For example, 
gardening, tightening leaky faucets, pool- 
cleaning, replacing light bulbs in the 
common areas, etc. 


155 


wane vith, inst® ote A 
af. enite, Se deni an 5 uts de 6 
ety ieee i> g ated | Ie 
Amt cd: ely ety 1H: 4 a 
a Bia) fahai Sli.2 86 ‘ 7 ; ; ’ ’ 
Sie. ~ MISS Ai § - nn - 2 ; 
: yeni ry et Fails at. .4 7 
ava as no i = 
aT) i a . = =" , D+ 
ways) > «* leo S : 
ae gals Ah VINE (8 YrenLere 
WS. 0959 a | AMT Ae al 
ee Ge 


vit) eis Jv 60h 2 AR! as n 
PUIOI Poet INSAGQYS « 1 ie a 
at SieTeh. cy? Ge si “she. 1 . 
: HATE BME cet ttm 1 -eeaceyrac  * 


- (Gag : ee 

- : 7 . ' 
wid 6.404 Wolds efdai eau VIA yO (OO dal 
i a ee ee 
HS SAPcowelin slvnts: © 


Oe gern? taetetul 4.2 2e+y 
i. cared warsunnt a4 Plvtu 9°51) 
eanenc bie ¢iet 226 etut ete | 
SR je 3. geaner! || eos &, ,ers* mae oer) Laebt 
Dis) nae a4 ‘ei tae Lidge nb 7 9 fqac™ UL 2eip ton 

16 | €S69eQned oy ~Wa TE 4 ‘pears. } 
Bene s@ wesc, dipivy eiue-s: aul 
oh 42% pts airs ie Pa Wwe’ i Ac? 


. Zar ceaneres ue le 
cite 


Po, wae vest es este Yu $6: 
AOTICSby Fo IPt)o hie ,te2 
¢ i & af este Te sai eons ’ igs 
pias MAG a S89 4RV WL WA Ta/ Bid) Jee 
' + i foarit a We Vim ss9% 
nat wee ™=eAyo @iF 4) 46 2aTo 
q 
ey ivhwds bis say rs VRUOLOTHS. ? 


Wh OVA bie 24H yo bus 
7 : wil Hy? Sy VOZ ist : My 
ate Ped algiro> bow cots 


a 
Paeegs. Pie ei sty Leow OA HAMVTMCAR 
MS eehas Erisc Wo atisulbn: 4 _ 
ta ac aeeery wie HSatelee 


=a" 


i es q £ sul UL? ae bn fie > ; a oy 
os 7% mga’ BtGod 26" Sit elites ky 
: patted JO38 ., €n4a"a tg 


MARGINAL TAX 
RATE 


MARKET RENT 


MASTER METER 


MEAN 


MEDIAN 


MOBILE HOME 
SURVEY 


MOBILITY RATE 


The tax rate that applies to eacn 
addition to income. For example, if the 
tax rate on $10,000 was 25% the tax 
would be $2,500. If the tax on $30,000 
was 33%, the tax would be $10,000. The 
additional tax on the added $20,000 

of income is $7,500, so the marginal tax 
rate on the additional income is 37.5%. 


As used in this study, the price of 
renting each rental housing unit at any 
given moment of time, where there is no 
interference with the the supply or demand 
for rental units aside from the natural 
forces of the availability of rental 
housing and the financial ability of 
renters to afford housing. 


A term referring to the type of utility 
meter in a rental property where there is 
one or a few electric or gas meters 
serving a larger number of rental units. 


The average of a series of numbers. 
For example, adding five different 
rents of $1005 $105: $1305) S90, ane 
$850, and dividing by 5, produces an 
average rent of $281. In rent level 
comparisons between Median and Mean 
(average) rents, the average rent is 
almost always higher than the median 
due to the disproportionate influence 
of very high rents on the average. 


The middle number in any sequential series 
of numbers. For example, using the same 
series of rents as in the explanation of 
Median, $100,. $105, ($1307 $1907, 3650; 

the median rent is the third rent in 

the series, $130. Note that the average 
rent for this same series is $281. 


As used in this study, surveys of mobile 
home residents and mobile home park 
operators conducted in the fall of 1984 by 
HRSA and AYC. 


The number of rental units vacated over 
a given period of time with respect to 
the total universe of rental units, 
usually stated on an annual basis. 
Comparison of one period to another 
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provides a method of measuring changes in 
the movement of tenants. 


"MODEST INCOME" A generic term used in this report 
which refers to the income levels of 
households eligible for various HUD 
programs. By definition it excludes 
households with an income above the City's 
median household income. 


MORATORIUM A rent freeze passed by the Los 
Angeles City Council effective from 
October 1, 1978: until Ape se, an io 
and succeeded by the Rent Stabiliz- 
ation Ordinance. The number and 
type of units covered by the Rent 
Moratorium differed from those under 
Rent Stabilization. Rent increases to 
market were permitted at voluntary 
quittance, after capital improvements 
and cited rehabilitation work, but no 
annual increases were permitted. 


MULTIPLE A variable that is dependent on or 
CAUSAL interactive with another variable 
VARIABLE so that a change in one of the variables 


produces some change in the other 
variable. For example, property taxes in 
California are based on both assessed 
value and a tax rate stated as a 
percentage of assessed value. Therefore 
changes in either the assessed value or 
the tax percentage will result in changes 
ina landlords NOE: 


NEGATIVE CASH As used in this study, the situation 
FLOW where rental property produces a loss 
after deducting operating expenses and 
interest from income, which results in 
the owner having to infuse 
additional capital into the property. 


NON-SHELTER CPI Those items in the Consumer Price Index 
which are not contained in the "Shelter" 
category, such as the cost of home 
purchases and rent. By using an index 
which does not measure changes in the 
shelter category, the effect of rent 
increases would not be "circular" (result 
in having the increase in rent effect the 
index which would then be the basis for a 
further increase in rent) 
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NON-MONETARY 
BENEFIT 


OPERATING COST 


OWNER'S CAPITAL 
GAINS TAX RATE 


PARAMETER 


POSITIVE CASH 
FLOW 


PROPOSITION 13 
CPROP 13)) 


PROTOTYPES 


RANDOM SAMPLE 


As used. in. thiststudy, “any vValuerto 

a tenant that has no direct financial 
value, such as security of tenure, a view, 
friendly neighbors, access to public 
transportation, etc. 


As used in this study, all non-capitalized 
costs associated with the operation of 
rental housing property, except interest 
paid on money borrowed to purchase or 
improve the property or depreciation. 


A term denoting the income tax status of a 
property owner, specifically referring to 
the tax on profits earned from a long- 
term investment as defined by the Internal 
Revenue Service and the Franchise Tax 
Board. 


An expression denoting the range or limits 
of a series of items or values to be 
included in a model. 


As used in this study, the situation where 
a rental property earns a profit for the 
owner after all operating expenses and 
interest have been deducted. 


An amendment to the California state 
Constitution enacted by initiative in 
1978. This amendment reduced property 
taxes to 2% of their 1975 valuation. It 
limited valuation increases to 2% per 
annum except at the time the property 
exchanged hands, when the property is 
reappraised at current value. Prop 13 also 
limited the powers of the state 
legislature and municipal governments to 
increase taxes, requiring a 2/3 voter 
approoval for any tax increases . 


An original upon which others are 
modeled. 


A selection of a small quantity taken 
from a larger quantity where each one 
selected has an equal probability of 
being chosen. For example, the selection 
of tenants and landlords for the 1984 
Rental Housing Study. 
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REGISTERED 
UNITS 


REGRESSION 


SCAG 


SCHEDULE E. 


SECTION 8 


SIMPLE AVERAGE 


STABILIZED 
STOCK 


The units subject to the RSO, where the 
landlord has registered the properties and 
paid the annual registration fee ($7 per 
unit at the time of this study). Failure 
to register a unit is a misdemeanor and 
Subjects the property owner to various 
penalty fees. In order for a property 
owner to evict tenants under the Just 
Cause Eviction provisions of the RSO, a 
unit must be registered if it is subject 
to regulation. 


The projection of the probable value 
of one variable given various values 
of a second variable. For example, 
projecting estimated housing 
construction on the basis of varying 
interest rates 


The Southern California Association of 
Governments, a regional organization of 
southern California municipalities which 
eollects statistical data cr “eommen 
interest to these municipalities. 


A form used by IRS and FTB on which 
property owners record income and expense 
information. Standardized categories of 
expenses are listed. Data from a sample 
of Los Angeles landlords' Schedule E forms 
are included in this study. 


A HUD program which assists the 
economically disadvantaged by subsidizing 
rents. Units under a Section 8 agreement 
between the landlord and an authorized 
agent of HUD are not subject to the RSO. 
If a Section 8 unit returns to the 
regular housing market it returns to RSO 
regulation. 


The total sum of a numerical series 
divided by the number of entries. 


Those units in the Los Angeles rental 
housing market which are subject to rent 
regulation. Slightly over 500,000 rental 
units located in (2,000 properties are 
currently registered with the RSD. The 
stabilized stock includes all rental 
dwelling units in the City of Los Angeles 
except those that are exempt. Exempt units 
include single family dwellings where 
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STANDARD 
DEVIATION 


STRATIFIED 
RANDOM SAMPLE 


SUBSIDIZED 
HOUSING 


TENANT SURVEY 


TENURE 


there-are twooor less ona lot, unl ta.wius 
a certificate of occupancy issued on or 
after October 1, 1978, luxury units, and 
several other categories defined in LAMC 
151.02. “In addition, rentvaleundve sen 
hotels and motels where an occupant 
resides for 60 days or more and all rented 
mobile homes and mobile home pads are 
Stabilized. 


A statistical measure involving the square 
roots of numbers in a series used to 
provide a more accurate picture of the 
grouping of the numbers. In a typical 
distribution of survey responses, the 
majority of the responses cluster toward 
the median or mean, producing a bell curve 
when the series is viewed geometrically. A 
standard deviation is a measure of the 
distribution of these responses. One 
standard deviation covers two-thirds of 
the responses. One standard deviation 
below the mean (average) includes 33% of 
the cases below the mean. 


A sample that has been selected from 

a population which has been stratified. 
For example, the analysis of cases 
chosen from CDD's Case Analysis capital 
improvement applications were selected 
from the first ten cases of each 100 
applications; 1-10, 100-110,200-210 etc. 


As used in this study, subsidized housing 
is housing constructed with some form of 
special financial assistance to a builder 
from the federal government, the state, or 
the municipality. It would include low- 
interest loans, low-cost land, and direct 
payment for some or all parts of the 
construction costs. It would not include 
variances and other changes of zoning 
restrictions to permit housing 
Construction. 


As used in this. study, the surveyeor 
tenants in Los Angeles and neighboring 
municipalities conducted by HRSA and 
AYG in the fall of 1934. 


The period of time of a leasehold. 
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TIME SERIES 


VARIABLE 


A set of observations conducted over 
time. For example, the median rent for 
Los Angeles in the decenniel census from 
1940 through 1980 would be a time series 


Anything which can have differing 
numerical quantities, such as» ent. 
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